OOcCKe 


VOLUME 15, NO. 19 OCTOBER 31, 1978 





filings of registered investment com- 
RELEASES IN THIS ISSUE panies, has adopted procedures de- 
signed to reduce the time needed to 
process certain routine investment 
company filings 





Securities Act - 5984A, 5988 
Securities Exchange Act - 15198A, 15230- 


Statement of views in order to assist 
registrants in preparing proxy or infor- 
mation statements which may contain 
such proposals for the upcoming proxy 
season 


Public Utility Holding 
Company Act 
Trust Indenture Act - 
Investment Company Act - 10436-10447 
Investment Advisers Act - 
Litigation - 8563- 8570 RULES 
Accounting Series - 
Securities Investor 
Protection Act - 








The following releases relate to self-regulatory rule 
proposals and/or adoptions. 


This listing covers releases issued from 10/13/78- 34-15231 34-15244 34-15248 
10/19/78. 


34-15241 34-1524€ 


34-15243 34-15247 
This listing does not affect the legal status of any 


document published in this issue. 





OPINION 





SEC DOCKET INDEX 1A-641 JOHN P. DECKER 

Where portfolio manager of registered 
VOLUME FOUND IN DOCKET DATED investment company, who was also 
officer of company’s investment ad- 
| Vol. V, No. 15 12/3/74 viser, allocated substantial fund 
Il Vol. V, No. 16 12/10/74 brokerage to broker which, in turn, paid 
il Vol. VI, No. 3 1/8/75 substantial fees to adviser ostensibly 
IV Vol. VI, No. 15 4/22/75 for research and advisory services, 
V Vol. VI, No. 20 5/28/75 held, manager aided and abetted ad- 
VI Vol. VII, No. 8 7/22/75 viser’s violation of Section 17(e)(1) of 
Vil Vol. VII, No. 15 1/28/76 the Investment Company Act and 
Vill Vol. IX, No. 11 5/18/76 imposition of censure was appropriate 
IX Vol. X, No. 11 10/5/76 iy the pune Seneweet. 

X Vol. XI, No.9 2/8/77 
Xl Vol. XII, No. 12 7/19/77 
Xl Vol. XIll, No. 11 11/29/77 
Xill Vol. XIV, No. 12 4/25/78 
XIV Vol. XV, No. 12 9/12/78 | SECURITIES ACT OF 1933 




















SIGNIFICANT ITEMS SECURITIES ACT OF 1933 
ANNOUNCEMENTS Release No. 5984A/October 19, 1978 





33-5988 The Commission’s Division of Invest- SECURITIES EXCHANGE ACT OF 1934 
ment Management, which processes Release No. 15198/October 19, 1978 








SEC DOCKET/1309 





ACCOUNTING SERIES 
Release No. 256A/October 19, 1978 


In the Matter of 
BRUCE FLAMM 


CORRECTING ORDER GRANTING? ACCOUNTANT’S 
APPLICATION FOR REINSTATEMENT TO PRACTICE 
BEFORE THE COMMISSION 


Upon consideration of the application of Bruce Fiamm, 
a certified public accountant, for reinstatement of his 
privilege of appearing and practicing before the Com- 
mission, and it appearing that Flamm has complied with 
the conditions governing readmission to practice set 
forth in the Commission’s order accepting his resigna- 
tion from practice, dated October 28, 1977,2 it is hereby 


ORDERED that Bruce Flamm is reinstated to practice 
before the Commission as an accountant. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5988/October 19, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15246/October 19, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10447/October 19, 1978 


PROCEDURES FOR PROCESSING POST-EFFECTIVE 
AMENDMENTS AND PRELIMINARY PROXY MATE- 
RIAL FILED BY INVESTMENT COMPANIES 

AGENCY: Securities and Exchange Commission. 


ACTION: Announcement of New Procedures. 





1 This release is being corrected for purposes of the 
SEC Docket only. 


2 See Accounting Series Release No. 230 (October 28, 
1977). 
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SUMMARY: The Commission’s Division of Invest- 
ment Management, which processes filings of 
registered investment companies, has adopted 
procedures designed to reduce the time needed to 
process certain routine investment company filings. 
The procedures were adopted in response to a projected 
increase in the number of filings to be processed by the 
Division. Review of annual updating post-effective 
amendments normally will be limited to financial state- 
ments, material which has been underscored or other- 
wise marked to indicate textual changes, and areas in 
which recent developments suggest that changes in 
disclosure are likely to be appropriate. Review of 
preliminary proxy material containing no proposals 
other than those relating to the uncontested election of 
directors, the ratification of the selection of 
accountants, and the continuation of a current advisory 
contract normally will be limited to a determination that 
it contains only these proposals. 


EFFECTIVE DATE: October 19, 1978. 


FOR FURTHERINFORMATION CONTACT: W. Burrell 
Ellis, Assistant Director (202/755-1190) or Anthony A. 
Vertuno. Special Counsel (202/755-1192). 


SUPPLEMENTARY INFORMATION: Consistent with 
its practice of publishing the views of its staff to assist 
issuers, their counsel and accountants, and other 
interested persons, the Commission has authorized the 
publication of this release which sets forth the Division 
of Investment Management’s procedures henceforth 
applicable to certain investment company filings. 


The Division, in order to reduce the time needed to 
process routine investment company filings, will adopt 
the following practices: 


(1) Post-effective amendments to registration state- 
ments filed pursuant to the Securities Act of 1933 (15 
U.S.C. 77a-1 et seq.) (“Securities Act”). The staff 
ordinarily will limit its review of annual updating post- 
effective amendments to (a) financial statements, (b) 
material which has been underscored or otherwise 
marked to indicate textual changes, and (c) areas in 
which recent developments suggest that changes in dis- 
closure are likely to be appropriate. 


(2) Preliminary proxy material filed pursuant to 
Securities Exchange Act Rule 14a-6 (17 CFR 240. 14a-6). 
The staff ordinarily will limit its review of proxy state- 
ments which have no proposals other than those 
relating to the uncontested election of directors, the 
ratification of the selection of accountants, and the 
continuation of acurrent advisory contract to a determi- 
nation that they contain no other proposals. 


While these expediting. procedures will be in effect 
generally, the staff may, at its discretion, increase its 





level of review with respect to individual filings. In this 
connection, it is important that persons making filings 
affected by the procedures described above should not 
assume that review has been completed without 
comment until ascertaining from the staff that there are 
no comments. 


Any person making such a filing should comply with 
Securities Act Rule 472(a) (17 CFR 230.472(a)) and the 
note to Securities Exchange Act Rule 14a-6(a) requiring 
the marking of textual changes, and, in the letter trans- 
mitting the filing to the Commission, clearly indicate 
the extent and nature of changes from the last previous 
filing ef the same kind and any problem areas to be 
called to the attention of the staff. A post-effective 
amendment that is the first filing of a registrant meeting 
the requirements of new Form N-1 (see Release No. 
33-5964 (August 28, 1978) 43 FR 39548 (September 5, 
1978)) should be marked to show textual changes from 
the last filing on Form S-5. The filing procedures for 
post-effective amendments discussed in Release 
33-5738 (September 3, 1976), 41 FR 39012 (September 
14, 1976), will remain in effect, and the continued 
cooperation of registrants is requested. 


It is essential to the successful and continued employ- 
ment of these procedures that registrants and their 
counsel act responsibly by preparing their filings so that 
they meet the required standards with the least 
necessity for staff review. Regardless of the procedure 
followed by the Division in its review of post-effective 
amendments and preliminary proxy material, regis- 
trants should be aware that the statutory burden of full 
disclosure is on the issuer, its affiliates, the under- 
writer, the accountants and others and that as a matter 
of law this burden cannot be shifted to the Commission 
or its staff. Attention is directed to Escott v. BarChris 
Construction Corporation, et al., 283 F. Supp. 643 (D. 
S.D.N.Y. 1968). 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15198 A/October 19, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5984 A/October 19, 1978 





SECURITIES EXCHANGE ACT OF -1934 
Release No. 15230/October 13, 1978 


DISCLOSURE IN PROXY AND INFORMATION STATE- 
MENTS 


Anti-takeover or Similar Proposals 


The Advisory Committee on Corporate Disclosure in its 
report urged the Commission staff to review closely 
proxy materials containing anti-takeover proposals in 
order to ensure that there is adequate discussion of their 
disadvantages as well as advantages.' In February of 
1978, the Commission responded with an indication 
that the suggestion would be implemented administra- 
tively and would be the subject of specific instructions 
to the staff of the Division of Corporate Finance. 


The Division is now making these instructions available 
to the public in the form of a statement of its views in 
order to assist registrants in preparing proxy or informa- 
tion statements which may contain such proposals for 
the upcoming proxy season. It should be noted, how- 
ever, that these instructions have neither been reviewed 
nor approved by the Commission and therefore only 
reflect the views of the staff of the Division of 
Corporation Finance. The Division stresses, moreover, 
that these instructions are merely for the guidance of 
the staff and are subject to revision without formal 
notice. The Division also notes that the facts and 
circumstances underlying particular proxy or informa- 
tion statements or other filings must be given great 
weight and that the importance and effect of these 
instructions will vary as the context requires. 


|. Background 


The increased use of tender offers to obtain corporate 





1Report of the Advisory Committee on Corporate Dis- 
closure to the Securities and Exchange Commission, 
Committee Print 95-29, House Committee on Interstate 
and Foreign Commerce, 95th Cong., ist Sess., 
November 3, 1977 (“Report”), at p. 39. 


2Securities Act Release No. 5906 (February 15, 1978). 
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control has prompted many companies to consider 
defensive techniques to fend off hostile offers. In the 
past, these defensive measures have typically focused 
on actions taken on the eve of a tender offer or during a 
tender offer contest.’ The primary purpose of such 
measures has been to deter unfriendly takeovers by 
relying, for the most part, on the single most effective 





3These measures include, but are not limited to the 
following: 


(a) repurchase its own securities, to make it less likely 
for the tender offeror to obtain control of the company; 


(b) induce friendly third parties to make open market 
purchases of the target company’s securities; 


(c) announce dividend increases, or stock splits; 
(d) issue additional shares or classes of stock; 


(e) takesteps to create an incompatibility between the 
target company and the tender offeror, for example, in 
inducing possible anti-trust violations should the 
tender offer be successful; 


(f) arrange a defensive merger; 


(g) enterinto restrictive loan agreements, with default 
to occur should the tender offer succeed; 


(h) institute litigation, challenging either directly or 
collaterally the conduct or effect of the tender offer; 


(i) arrange for cross or circular ownership of voting 
stock by parent and subsidiary corporations; 


(j) make the dismissal of directors expensive, by 
entering into costly employment contracts; 


(k) negotiate contracts—for example, labor, rent, 
loans or leases—which provide for acceleration, 
increase, or renegotiation of payment in the event of a 
change in management; 


(1) acquire other companies or accelerating the pay- 
ment of outstanding debt for the purpose of spending 
access cash, thereby making the balance sheet of the 
target company less attractive to a potential offeror; 


(m) judicial action seeking a temporary or permanent 
injunction against the bidder alleging antitrust 
violations, inadequate disclosure and other securities 
laws violations; and 


(n) triggering the application of state anti-takeover 
statutes. 
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weapon in the arsenal of the subject company-delay.4 
Recently, companies which view themselves as 
potential subject companies have given increased 
attention to other defensive measures, such as internal 
controls in the company’s charter or bylaws. As with the 
delay techniques, the primary purpose of the defensive 
charter provisions is to deter unfriendly takeovers. 
Rather than using delay as the means to accomplish this 
purpose, these measures are designed to make the sub- 
ject company unattractive as a potential target long 
before any specific tender offer is announced. By 
making a tender offer impracticable or by increasing the 
bidder’s costs and likelihood of failure should an offer 
be made, theses provisions are intended to cause a 
potential bidder to look elsewhere, rather than 
commence a tender offer for such a company. 


Typically, a corporation proposing to adopt amend- 
ments to its charter or bylaws is required by state 
corporation law to submit the proposal to a shareholder 
vote.° In such cases, corporations subject to, inter alia, 





4since time is of the essence to a bidder in tender Offers, 
delay permits the subject company to prepare and 
consolidate an effective defense and to frustrate the 
bidder’s efforts. 


5A table listing a number of anti-takeover provisions, 


including novel measures, is appended to this release 
as Attachment A. This table is not intended to be an 
exclusive listing of all such measures. Proxy materials 
or information statements may contain variations of the 
provisions listed or other proposals which may be or 
operate as defensive charter provisions but which may 
not be included in the table. For a detailed description of 
specific defensive charter amendments and these 
strategies generally, see Cary, Corporations 448 (1969 
ed.); Aranow & Einhorn, Tender Offers for Corporate 
Control 219-276 (1973); Aranow, Einhorn & Berlstein, 
Development in Tender Offers for Corporate Control 
193-206 (1977); Brown, Corporation Defenses to Take- 
over Bids, 44 Tul. L. Rev. 517 (1970); Cary, Corporate 
Devices Used to Insulate Management from Attack, 25 
Bus. Law 339 (1970); Schmults and Kelly, Cash Take- 
Over Bids—Defense Tactics, 23 Bus. Law 115 (Nov. 
1967); Bradshaw, Defensive Tactics Employed By 
Incumbent Managements in Contesting Tender Offers, 
21 Stan L. Rev. 1104 (1969); Kennedy, Defensive Take- 
over Procedures Since the Williams Act, 19 Catholic 
U.L. Rev. 158 (1969); Mullaney, Guarding against Take- 
overs— Defensive Charter Provisions, 25 Bus. Law 1441 
(July 1970); Hayes and Taussig, Tactics of Cash Take- 
over Bids, 45 Harv. Bus. Rev. 135, 142-147 (March-April 
1967); Panel, Defending Target Companies, 32 Bus. Law 
1349-1364 (May 1977); Panel, Tender Offer Litigation, 32 
Bus. Law 1433-1458 (May 1977); Yoran, Advanced 

Continued on following page 





Section 12 of the Securities Exchange Act of 1934 
[“Exchange Act”] (15 U.S.C. 78a et seq., as amended by 
Pub. L. No. 94-29 (June 4, 1975)) are required to furnish 
either proxy materials or information statements to 
shareholders, pursuant to Regulation 14A (17 CFR 
240.14a-1 to 240.14a-103) or Regulation 14C (17 CFR 
240.14c-1 to 240.14c-101), respectively. Over the years, 
the Division has reviewed many proxy and information 
statements containing anti-takeover measures and has 
gained a great deal of experience in identifying issues, 
formulating comments and dealing with registrants and 
their counsel. 


Since at least since 1969, the Division has taken the 
position that when management sponsors anti-takeover 
proposals and other devices to insulate management 
from removal, the issuer’s proxy material or information 
statements should disclose in a prominent place that 
the over-all effect of the proposal is to render more 
difficult the accomplishment of mergers or the 
assumption of control by a principal stockholder, and 
thus to make difficult the removal of management. 
Moreover, the Report recommended that the 
Commission staff should intensively review proxy 
materials containing anti-takeover proposals with a 
view to requiring more adequate and uniform disclosure 
of the advantages and disadvantages of the manage- 
ment’s proposals. 


In view of this recommendation and the increased 
attention given to defensive measures, the Division 
wishes to advise registrants that the treatment of anti- 
takeover proposals in proxy materials or information 
statements will generally be reviewed for compliance 
with the position stated below.” It is hoped that this 
advance notice will facilitate the preparation of proxy 





Continued from preceding page 

Defensive Tactics Against Takeover Bids, 21 Am. J. 
Comp. L. 541 (1973); “A Backfire from State Takeover 
Laws” Business Week 25 (Aug. 29, 1977); and Wall 
Street Journal, p. 10 (Aug. 29, 1977). 


6Report of the Advisory Committee on Corporate Dis- 
closure to the Securities and Exchange Commission, 
Committee Print 95-29, House Committee on Interstate 


and Foreign Commerce, 95th Cong., 
November 3, 1977, at D-39 and 415-416. 


ist Sess., 


7in_ this regard, the Division has established a 
monitoring system which is mainly intended to quantify 
the information received via proxy materials. The 
specific purposes for the monitoring program are: (1) to 
evaluate the disclosure being made by companies 
proposing such measures; (2) to determine whether 
more specific disclosure requirements should be pub- 
lished concerning the purpose and/or effect of such 


materials or information statements for the upcoming 
proxy season. 


ll. Position of Division of Corporation Finance With 
Respect to Disclosure in Proxy or Information 
Statements Containing Anti-Takeover Proposals 


The Division’s review of proxy and information state- 
ments containing anti-takeover measures will continue 
to focus on three areas: the placement of the disclosure 
in the statement; the disclosure of anti-takeover pro- 
posals generally; and the disclosure of specific types of 
provisions being proposed. 


A. Placement of Disclosure 


It a proxy or information statement contains an anti- 
takeover proposal, it should be included in a list of all 
proposals in the proxy soliciting material or disclosed in 
the information statement. The listing should be placed 
in the notice or forepart of the materials. If more than 
one anti-takeover proposal is included, they should not 
be separated by unrelated proposals in the listing made 
in the notice of materials. 


The disclosure concerning an anti-takeover proposal 
should be set forth in a prominent place in the proxy or 
information statement. All of the information which is 
related to the proposal should set forth in one place in 
the materials. If disclosure in more than one place 
cannot be avoided, cross-references are suggested. If 
the statement contains more than one anti-takeover 
proposal, the disclosure of each should generally not be 
separated by unrelated information or other proposals 
in the statement. 


B. Content of Disclosure 

1. General Issues 

Despite significant variations in the form and operation 
of anti-takeover proposals, there are several areas in 
which certain basic disclosures are generally appli- 


cable. These include: 


a. The reason(s) for the proposal and the bases of 
such reason(s). The proxy or information should clearly 





proposals; and (3) to collect data on the frequency of 
use of such proposals which may serve as an empirical 
basis for Congressional proposals which may serve as 
rulemaking action by the Commission. The monitoring 
program will involve both preliminary materials and 
definitives. It is presently anticipated that the program, 
which is already in operation, will continue beyond the 
upcoming proxy season. 
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indicate why management is proposing to amend the 
corporation’s charter or by-laws. The term “bases” for 
the reasons means an explanation of the factors and/or 
principles supporting or serving as a foundation for the 
reason stated. 


If the proposal is the result of management’s knowledge 
of any specific effort to accumulate the issuer’s 
securities or to obtain control of the issuer by means of 
a merger, tender offer, solicitation in opposition to 
management or otherwise, a description of any such 
effort should be included. If the measure is not the 
result of any specific effort, disclosure should be made 
to that effect and a statement included as to why, in the 
absence of such efforts, the measure is being proposed 
at this time. 


Disclosure should also be made as to whether the 
corporation’s charter or by-laws presently contain other 
provisions having an anti-takeover effect, whether the 
instant proposal is part of a plan by management to 
adopt a series of such amendments, and whether 
management presently intends to propose other anti- 
takeover measures in future proxy solicitations. If 
similar measures have been adopted, are being 
proposed or considered, the inter-relationship of the 
proposals/provisions should be discussed. A chart or 
table which would list charter or by-law provisions that 
have already been adopted which can be used as 
defensive provisions may also be appropriate. This 
chart, among other things, may include disclosure con- 
cerning aclass of authorized, but unissued, common or 
preferred securities with respect to which the board of 
directors retains the power to determine voting rights. 
Additionally, an indication should be made whether or 
not cumulative voting is provided under the corpora- 
tion’s charter or by-laws or pursuant to state law. 


b. The over-all effects of the proposal, if adopted. 
The impact of the proposed amendments upon 
management’s tenure and upon any proposal to alter 
the structure of the corporation should be disclosed. If 
appropriate, such disclosure should include state- 
ments that the over-all effects of the proposal, if 
adopted, may (would) be to render more difficult or to 
discourage a merger, tender offer or proxy contest, the 
assumption of control by a holder of a larger block of 
the corporation’s securities and the removal of 
incumbent management. A statement that the proposal 
could make the accomplishment of a given transaction 
more difficult even if it is favorable to the interests of 
shareholders may be warranted. Thus, the disclosure 
should focus on the effects of making the removal of 
management more difficult even if such removal would 
be beneficial to shareholders generally, and the effect 
of limiting shareholder participation in certain trans- 
actions such as mergers or tender offers whether or not 
such transactions are favored by incumbent manage- 
ment. 


1314/SEC DOCKET 


c. Theadvantages and disadvantages of the proposal. 
Although this item may overlap disclosure of the effects 
of the transaction, information should be included con- 
cerning the advantages and disadvantages of the 
proposal both to incumbent management and to share- 
holders generally. For example, if one of the effects of 
the proposal would be to render the accomplishment of 
a tender offer more difficult, the disclosure could 
include statements to the effect that such a provision 
may be beneficial to management in a hostile tender 
offer and may have an adverse impact on shareholders 
who may want to participate in such a tender offer. The 
favorable aspects of the proposal, to either manage- 
ment or shareholders, should also be disclosed. 


d. Disclosure of how the proposal will operate. 
Because of the complicated nature of many of these 
proposals, it may be beneficial to shareholders to 
include an explanation of the operation of the proposal, 
if adopted. In the past, examples of the operation of 
staggered boards have been disclosed. Accordingly, an 
explanation of the operation of the proposal(s) should 
also be included in the proxy or information statement. 
Such an explanation is intended to assist shareholders 
in their understanding of what they are being asked to 
vote in favor of. 


e. Whether the proposal was the subject of a vote of 
the issuer’s board of directors and, if so, the results of 
such vote. Additionally, consideration should also be 
given to identifying any dissenting directors and stating 
the reasons given for any such dissent if available. 


f. Limitations on the adoption of such proposals. Dis- 
closure should be included as to whether the rules or 
practices or any stock exchange on which the issuer’s 
securities are listed reserve the right to refuse to list or 
to de-list any stock which has unusual voting provisions 
that tender or nullify or restrict its voting. 


g. Comparison of anti-takeover measure with compar- 
able provision under state corporation law. If the charter 
or by-law amendment pertains to a matter that is 
specifically addressed under state corporation law, a 
comparison of the provision of such state corporation 
statute with those of the instant proposal should be 
furnished. For example, if the defensive charter amend- 
ment concerns the vote necessary to approve an extra- 
ordinary corporate transaction such as a merger, the 
provision of the proposal, such as the minimum per- 
centage required, should be compared with that under 
the state statue. 


2. Issues Involving Some Specific Anti-Takeover Pro- 
posals 


Because of the varied nature of anti-takeover proposals, 
disclosure specifically applicable to the type of 
proposal should also be made. Where applicable, the 
disclosure should include the following: 





a. Supermajority8 Voting Provisions 


One of the specific effects should be indicated to be that 
management may obtain a veto power over mergers 
regardless of whether the transaction is desired by or 
beneficial to a majority of the shareholders and thereby 
assists management in retaining their present 
positions. Another specific effect would be to give the 
holders of a minority of the total shares outstanding and 
entitled to vote a veto power over a merger which 
management and/or a majority of the shareholders may 
believe is desirable and beneficial. In these types of pro- 
posals, disclosure should be included of the aggregate 
percentage of outstanding voting securities beneficially 
owned by management, the board of directors and 
principal shareholders of the corporation (including any 
persons or groups of persons who have filed a Schedule 
13D with the Commission). If a supermajority is not 
needed to repeal such a provision and/or a super- 
majority is not needed to adopt the provision, 
disclosure of the reasons should be made. 


b. Classification of Directors to Serve for Staggered 
Terms 


Unlike certain internal corporate defense measures, 
staggered board provisions affect every election of 
directors and are not triggered by the occurrence of a 
particular event such as a hostile merger. Thus, such 
systems of electing directors make it more difficult for 
shareholders to change the majority of directors even 
when the only reason for the change may be the 
performance of the present directors. The fact that the 
provision, if adopted, would be applicable to every 
election of directors, rather than only an election 
occurring after a change in control of the issuer, should 
be disclosed. The number of annual meetings 
necessary to change the majority of the directors under 
the staggered system should be contrasted to the 
number of annual meetings necessary for change under 
the present system. If a purpose of the proposed amend- 
ment is to limit the voting power of a particular block of 
common stock or to frustrate accumulations of such 
blocks, appropriate disclosure should be made. If one of 
the reasons for the proposal is to ensure the continuity 
of the Board of Directors and/or management, it is 
suggested that management be asked to disclose 
whether there have been any problems with respect to 
such continuity in the past and, if so, to furnish a 
description of them. 





8supermajority means any percentage requirement that 
exceeds the comparable requirement under applicable 
state law. If the requirement under state law is 66 43% to 
approve a merger, a supermajority provision would be 
any percentage in excess of the state requirement— 
such as 80%. 


c. Authorization of Certain Classes of Common or 
Preferred Stock 


In certain circumstances, the authorization of classes of 
preferred or common stock with either unspecified 
voting rights or rights providing for the approval of 
extraordinary corporate transactions may be used to 
create voting impediments or to frustrate persons 
seeking to effect a merger or to otherwise gain control of 
the issuer. If used for such a purpose, disclosure should 
be included as to whether the securities could be 
privately placed and, if such placement is contemplated 
by the issuer, whether the purchasers have any affili- 
ation with the issuer or any agreement or understanding 
as to the manner in which the securities are to be voted. 


In certain instances, a proposal to increase the amount 
authorized of a class of voting securities may have an 
anti-takeover effect. If used for such a purpose, the 
considerations discussed above would be applicable. 
Moreover, such additional shares could be used to 
dilute the stock ownership of persons seeking to obtain 
control of the issuer. If the purpose for the increase in 
the authorization is stated to be the elimination of later 
delays associated with a stockholder vote on specific 
issuances, reference should be made to any stock 
exchange requirements calling for a stockholder vote 
on issuances of additional shares. Additionally, the 
number of shares unissued and not reserved for 
issuance should be stated. 


Questions related to these staff instructions should be 
directed to Rowland Cook (202) 755-1750. 


By the Division of Corporation Finance, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





Attachment A. Table Relating to Internal Corporate 
Controls or Anti-Takeover Measure Disclosed in Proxy 
or Information Statement 


Defensive corporate charter amendments/provisions 
may include, but are not limited, to: 


(1) Classification of directors or staggering of boards 
(2) Provisions to abolish cumulative voting 

(3) Provisions establishing supermajority approval 
requirements (for example, requiring an 80% favorable 


vote) for certain corporate transactions including, but 
not limited to, any proposed merger or sale of assets 
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(4) Provisions requiring asupermajority vote to cancel 
a supermajority provision as described in category 3 
above, but not to adopt one 


(5) Provisions requiring a supermajority vote to amend 
the corporate charter in any relevant respect 


(6) Provisions which reduce the supermajority 
required for a merger to a lesser majority unless the 
other party to the transaction is a “related corporation” 
(such as one owning more than 5% of any class of 
voting securities of the issuer) in which case a merger 
would require supermajority approval of the common 
stock as aclass in addition to approval by the holders of 
the voting power to all securities of the issuer entitled to 
vote 


(7) The creation of a class of equity securities either 
common or preferred to be placed privately; the favor- 
able vote of which is necessary to approve any tender 
offer, merger, sale or exchange of assets or other extra- 
ordinary corporate transaction 


(8) Provisions which prevent the removal of directors 
without cause or by a supermajority vote 


(9) Provisions prohibiting the removal from office for 
any reason of a director elected for a term longer than 
one year, notwithstanding any change in control due to 
tender offers, mergers or other transactions 


(10) Provisions prohibiting the cal!ing of special 
shareholder meetings altogether or allowing them to be 
called only upon the request of a holder or holders of a 
supermajority of the shares outstanding 


(11) Provisions establishing the maximum permis- 
sible number of directors 


(12) Provisions providing for the election of stand-by 
successor directors at the same time as the regular 
directors, who will fill a position upon the deaih or 
resignation of a regular director 


(13) Reincorporation of the issuer in a state with an 
anti-takeover statute 


(14) 


Creation of an Employee Stock Ownership Plan 
which, because of its size, percentage of total 
outstanding securities of the issuer which it may own, 
voting or other provisions, may be used in defense ina 
contested takeover attempt 


(15) Provisions requiring the consideration for any 
merger following a tender offer to be no less than the 
highest consideration offered pursuant to the tender 
offer 


(16) Shareholder approval of long term “sweetheart” 
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employment contracts with executive officers of the 
issuer which cannot be abrogated or rescinded 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15231/October 13, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY THE CINCINNATI STOCK 
EXCHANGE 


File No. SR-CSE-78-1 


The Cincinnati Stock Exchange submitted on Septem- 
ber 25, 1978, a proposed rule change under Rule 19b-4 
(1) to charge multiple dealer trading system fees of (a) 
2¢ per share to specialists and (b) 1 ¢ per share to CSE 
dealers, with a minimum charge of $500 per month per 
terminal plus communications, and (2) to charge fees of 
$1 to members and $2 to non-members for each exten- 
sion of time for payment requested by a broker-dealer 
pursuant to the Federal Reserve System’s Regulation 
“T” and SEC Rule 15(c)3-3. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934. At any time within sixty days of the 
filing of such proposed rule change, the Commission 
may summarily abrogate such rule change if it appears 
to the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes of 
the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of October 9, 1978. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written comments should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-CSE-78-1. 


Copies of the submission, all subsequent amendments, 
all written statements with respect to the proposed rule 
change which are filed with the Commission, and of all 
written communications relating to the proposed rule 
change between the Commission and any person, other 





than those which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15232/October 16, 1978 


Orders have been issued granting the applications to 
strike the common stock of the specified companies 
from listing and registration on the following ex- 
changes: American Stock Exchange, Inc. - THE FELS- 
WAY CORPORATION (par value 10¢); Midwest Stock 
Exchange, Inc.—HEIN-WERNER CORPORATION ($1 
par value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15233/October 17, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 77/October 17, 1978 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”) and the Securi- 
ties Investor Protection Act of 1940 (“SIPA”) involving 
James John Masiello (“Masiello”). The proceedings are 
based upon allegations by the Commission’s staff that: 


(1) Masiello was a controlling person of E.J. 
Albanese & Co., Inc. (“Albanese”) and Willis 
E. Burnside & Co., Inc. (“Burnside”), 
registered broker-dealers presently in liqui- 
dation pursuant to SIPA; 


(2) From in or about June 1976 to on or about 
October 30, 1976, Masiello willfully aided 
and abetted the violation of Sections 15(b), 
and 17(b) of the Exchange Act and Rule . 


15b3-1 (broker-dealer registration rule), in 
connection with the operation of Albanese; 


(3) From on or about October 28, 1977 to on 
or about December 20, 1977, Masiello 
willfully aided and abetted the violation of 
Sections 15(b), 15(c)(3) and 17(a) of the 
Exchange Act and Rules 15b3-1 (broker- 
dealer registration rule), 15c3-1 (net capital 
rule), 17a-3 (bookkeeping rule), and 17a-11 
(supplemental reporting requirements) 
thereunder in connection with the operation 
of Burnside; 


(4) Masielio was permanently enjoined by a 
Federal District Court from further violations 
of the bookkeeping rules and supplemental 
reporting requirements; and 


(5) Masiello was a controlling person of 
Albanese and Burnside on the dates that a 
trustee was appointed for the liquidation of 
Albanese and Burnside pursuant to SIPA and 
it is in the public interest to impose 
sanctions pursuant to Section 10(b) of SIPA 
upon Masiello for his malfeasance in the 
conduct of the affairs of Albanese and Burn- 
side. 


A hearing will be scheduled by further order to take 
evidence on the staff’s allegations and to afford the 
respondent an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true, and if so, whether any action of a 
remedial nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15234/October 17, 1978 


An order has been issued granting the application 
requesting withdrawal of the common stock (par value 
$2.50) of Binney & Smith, Inc. from listing and registra- 
tion on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15235/October 17, 1978 
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An order has been issued granting the application 
requesting withdrawal of the 7.40% Debentures (due 
11/1/93); 8.70% Debentures (due 3/15/96); and the 
8.10% Debentures (due 12/15/96) of Puerto Rico Tele- 
phone Company from listing and registration on the 
New York Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15236/October 17, 1978 


Admin. Proc. File No. 3-5068 
In the Matter of 


THE BOSTON COMPANY INSTITUTIONAL 
INVESTORS, INC. 

One Boston Place 

Boston, Massachusetts 

(801-6829) 


JOHN W. BRISTOL & CO., INC. 
233 Broadway 

New York, New York 

(801-4726) 


THE DREYFUS CORPORATION 
767 Fifth Avenue 

New York, New York 
(801-8147) 


MANNING & NAPIER 
One East Avenue 
Rochester, New York 
(801-6611) 


TOMLIN, ZIMMERMAN & PARMELEE, INC. 
1133 Avenue of the Americas 

New York, New York 

(801-8853) 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial deci- 
sion in these proceedings has expired. No such petition 
has been filed with respect to the above-captioned 
respondents, and the Commission has not chosen to 
review the initial decision with respect to those 
respondents on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
respect to the above respondents has become the final 
decision of the Commission. The order contained in 
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that decision censuring The Boston Company Institu- 
tional Investors, Inc., John W. Bristol & Co., Inc., 
Manning & Napier, and Tomlin, Zimmerman & Parme- 
lee, Inc., and imposing no sanction on The Dreyfus 
Corporation, is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15237/October 17, 1978 


Admin. Proc. File No. 3-5535 
In the Matter of 
SOUTHWEST PETRO-CHEM, INC. 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934, 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until November 3, 

1978, to request a hearing on an application by South- 

west Petro-Chem, Inc. pursuant to Section 12(h) of the 

Securities Exchange Act of 1934, for an order exempting 

the Applicant from the registration, reporting, filing and 

proxy soliciting requirements under Sections 12(g), 13, 

14, 15(d) and 16 of that Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15238/October 17, 1978 


Admin. Proc. File No. 3-5539 
In the Matter of 


THE BUDD COMPANY 
File No. 81-374 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Nov. 3, 1978, to 
request a hearing on an application filed by the Budd 
Company (the “Applicant”), pursuant to Section 12(h) 





of the Securities Exchange Act of 1934, for an order 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of that Act. 


The Applicant was originally organized under the laws 
of the State of Pennsylvania in 1912. On April 25, 1978 
pursuant to a merger with Thyssen Acquisition 
Corporation, the Applicant became an indirect, wholly- 
owned subsidiary of Thyssen A. G., a West German 
Corporation. As a consequence of the merger, the 
Applicant’s common and preferred shares ceased to be 
outstanding on April 25, 1978 and its 57/8% 
Convertible Subordinated Debentures were redeemed 
on May 26, 1978. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15239/October 17, 1978 


Admin. Proc. File No. 3-5530 

In the Matter of 

EMERGY INDUSTRIES, INC. 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Nov. 3, 1978, to 
request a hearing on an application by Emery Industries, 
Inc. (the “Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the “1934 
Act”), for an order exempting the Applicant from the 
provisions of Section 15(d) of the 1934 Act for the 
Applicant’s fiscal year ended March 31, 1979. 


On May 19, 1978, the Applicant became a wholly-owned 
subsidiary of National Distillers and Chemical Corpora- 
tion (“National”). As a result of the merger, National is 
the sole stockholder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15240/October 17, 1978 


Admin. Proc. File No. 3-5515 


In the Matter of 


THE DRISKILL HOTEL CORPORATION 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Nov. 3, 1978, to 
request a hearing on an application by the Driskill Hotel 
Corporation (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended (the 
“1934 Act”), for an order partially exempting the appli- 
cant from certain provisions of Sections 13 and 14 of the 
1934 Act. 


As a result of a sale of its assets in 1975, the 
Applicant’s business is confined solely to the collection 
of receipts under the contract of sale and the application 
of these proceeds to its remaining outstanding obliga- 
tions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15241/October 18, 1978 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, NY 10006 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPARATED 

La Salle at Jackson 

Chicago, IL 60604 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, IL 60603 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, PA 19103 


PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 
Los Angeles, CA 90014 


(SR-Amex-78-22) 
(SR-CBOE-78-30) 
(SR-MSE-78-26) 
(SR-PSE-78-17) 
(SR-Phix-78-18) 


NOTICE OF FILING OF PROPOSED RULES CHANGES 


AND ORDER APPROVING PROPOSED RULES 
CHANGES 
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Pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act”), notice is 
hereby given that the American Stock Exchange, Inc. 
(“Amex”); the Chicago Board Options Exchange, 
Incorporated (“CBOE”); the Midwest Stock Exchange, 
Incorporated (‘“‘MSE”); Pacific Stock Exchange 
Incorporated (“PSE”); and the Philadelphia Stock 
Exchange, Inc..(“Phix”), filed with the Commission 
copies of proposed rules changes which, for a 
four-month trial period, would extend the trading hours 
for options by ten minutes until 4:10 p.m. (E.S.T.). The 
extension of the options trading hours will continue 
from October 23, 1978, through February 28, 1979. 
During the trial period, those exchanges which 
presently conduct daily closing rotations will not 
conduct daily closing rotations and have suspended 
their rules and procedures applicable thereto.1 


The Commission finds that the proposed uniform exten- 
sion of options trading hours is consistent with the re- 
quirements of the Act and the rules and regulations 
thereunder applicable to national securities exchanges 
and in particular, Section 6 of the Act, which requires, 
among other things, that the rules of national securities 
exchanges be designed to promote just and equitable 
principles of trade; remove impediments to and perfect 
the mechanism of a free and open market and a national 
market system; protect investors and the public 
interest; and not to permit unfair discrimination 
between customers, issuers, brokers, or dealers. 


The Commission has approved the uniform extension of 
the options trading hours at htis time, in liew of daily 
closing rotations, in part because of its concern that the 
current prohibition against adjusting, cancelling or 
replacing existing orders on the book, or entering new 
orders in the book during daily closing rotations may 
not be in the public interest or consistent with the 
protection of investors. The Commission also is con- 
cerned that the current disparity in closing procedures 
among the options exchanges may not be consistent 





1p daily closing rotation is a procedure by which a board 
broker or order book official calls for bids and offers 
from the crowd for each option series in his or her 
assigned classes, one series at a time, after the close of 
trading. During the closing rotation, new orders may not 
be placed on the book nor may existing book orders be 
cancelled, adjusted or replaced. Exchange members on 
the trading floor, however, may trade against the book. 
Amex and Phix do not currently conduct daily closing 
rotations—options trading on Amex and Phix ceases at 
4:00 p.m. (E.S.T.). Thus, options trading on the CBOE, 
PSE and MSE, which conduct closing rotations after 
4:00 p.m., currently continues after the close of options 
trading on the Amex and Phix. 
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with the maintenance of fair and orderly markets in 
exchange listed options or in the securities underlying 
such options. During this trial period, therefore, the | 
Commission will seek to determine what daily options 
closing procedures on national securities exchanges 
would best serve the public interest and ensure the 
maintenance of fair and orderly markets. In particular, 
during this four-month period the Commission intends 
to address, and invites comment upon, the following 
issues: 


(1) Whether daily closing rotations as cur- 
rently conducted on the CBOE, MSE and 
PSE are in the public interest and consistent 
with the protection of investors; 


(2) Whether there is a legitimate public 
interest to be served by permanently extend- 
ing options trading hours beyond the close 
of the principal exchange markets in the 
underlying securities (4:00 p.m. (E.S.T.)); 
and 


(3) Whether the purpose of the Act, and in 
particular the goal of maintaining fair and 
orderly markets in options and their 
underlying securities, would best be served 
by a uniform 4:00 p.m. (E.S.T.) close of 
options trading. 


Since the proposed rules changes referenced above 
provide that the extention of exchanges’ options trading 
hours is to continue for a four-month period only, if the 
trial period is not extended the use of daily closing rota- 
tions may again begin on the CBOE, PSE, and MSE after 
that period. During the four-month trial period, 
therefore, the Commission may initiate steps to 
eliminate such practices through the exercise of the 
Commission’s broad rulemaking authority under the 
Act, particularly Section 9 thereof, to mandate a uniform 
closing time and/or uniform closing procedures for all 
options exchanges. 


Each of the exchanges has agreed to monitor, during the 
four-month trial period, the ten-minute extension of 
trading beyond 4:00 p.m. (E.S.T.), and will report the 
results of their monitoring efforts to the Commission. 





2The Commission also has authority pursuant to other 
sections of the Act to eliminate such practices. 


3among the factors which the exchanges will consider 
in monitoring the extension of trading hours are: 


(1) The extent to which firms are permitting the entry 
of customers’ orders after 4:00 p.m. (E.S.T.); 
Continued on following page 





At the end of this trial period, if the options exchanges 
seek Commission approval for a continuation of 
extended trading hours, either on a temporary or perma- 
nent basis, the Commission will expect the exchanges 
to demonstrate that such an extension is consistent 
with the purposes of the Act. 


The Commission finds good cause for approving the 
proposed rules changes prior to the thirtieth day after 
the date of publication of notice of filing thereof. As 
noted above, the Commission is concerned that daily 
closing rotations as currently conducted, as well as the 
disparate closing procedures among the options 
exchanges, may not be in the public interest or 
consistent with the maintenance of fair and orderly 
markets. The Commission believes that the uniform 
extension of the options trading hours serves as an 
interim solution to the problems of non-uniform closing 
procedures and the resulting closing time disparities, 
and offers a four-month period during which the 
Commission can explore the issues underlying its 
concerns. Further, the four-month trial period will 
provide interested persons an opportunity to submit 
their views on the issues set forth above. 


Publication of notice of the proposed rules changes is 
expected to be made in the Federal Register during the 
week of October 23, 1978. Interested persons are invited 
to submit written data, views and arguments concerning 
the proposed rules changes and the three issues listed 
above within 45 days from the date of publication of the 
submission in the Federal Register. Persons desiring to 
make written comments should file six copies thereof 





Continued from preceding page i 


(2) The extent to which public news announcements 
made at or after 4:00 p.m. (E.S.T.) affect the options 
market; 


(3) The extent to which agency orders and principal 
orders for options are executed during the last 10 
minutes of trading; 


(4) The volume of options transactions executed 
during the final 10 minutes of trading; 


(5) The extent to which options trading after the close 
of the principal exchange markets in underlying 
securities enables the last quotation and/or last sale in 
the options market to reflect the last sale of the under- 
lying stock; and 


(6) Theextent to which having the last sale and/or the 
last quotation in the options market reflect the last sale 
in the underlying security serves the public interest and 
to maintain fair and orderly markets in both options and 
their underlying securities. 


with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File Nos. SR-Amex-77-22; SR-CBOE-78-30; SR-MSE- 
78-26; SR-PSE-78-17; and SR-Phix-78-18. 


Copies of the submissions, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rules changes which are filed with the 
Commission, and all written communications relating 
to proposed rules changes between the Commission 
and any person, other than those which may be withheld 
from the public in accordance with the provisions of 5 
U.S.C. § 552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rules changes 
referenced above be, and they are hereby, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15242/October 18, 1978 


In the Matter of 


BULLINGTON-SCHAS & CO., INC. 
Memphis, Tennessee 


(8-17391) 
A. DULANEY TIPTON, JR. 
NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial 
decision in these proceedings has expired. No such 
petition has been filed with respect to Bullington-Schas 
& Co., Inc. and A. Dulaney Tipton, Jr., and the Commis- 
sion has not chosen to review the initial decision with 
respect to those respondents on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
respect to the above-captioned respondents has 
become the final decision of the Commission. The order 
contained in that decision discontinuing these pro- 
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ceedings with respect to Bullington-Schas & Co., Inc. 
and A. Dulaney Tipton, Jr. is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15243/October 19, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-78-10) 


ORDER APPROVING AMENDED PROPOSED RULE 
CHANGE 


On June 15, 1978, the Municipal Securities Rulemaking 
Board (the “MSRB”) filed with the Commission, 
pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the “Act”), and Rule 19b-4 thereunder, 
copies of a proposed rule change. That proposed rule 
change was amended by the MSRB on August 25, 1978. 
The amended proposed rule change would alter the 
MSRB’s interdealer uniform practice rule, MSRB rule 
G-12, to provide the delivery of municipal securities for 
which a notice of call has been published for less than 
the entire issue on or prior to the deliver date, as 
opposed to trade date, does not constitute good 
delivery unless the securities are identified as “called” 
at the time of trade. 


Notice of the amended proposed rule change together 
with the terms of substance of the amended proposed 
rule change was given by publication of Commission 
Releases (Securities Exchange Act Release No. 14879, 
(June 22, 1978) and Securities Exchange Act Release 
No. 15137 (September 7, 1978)) and by publication in the 
Federal Register (43 FR 28275 and 43 FR 41110 (1978)). 
Although no comments with respect to the proposed 
rule change were received by the Commission, the 
MSRB received one comment letter. In response to that 
letter the MSRB amended the proposed rule change to 
cover all notices published on or prior to the delivery 
date rather then those published prior to that date. | 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
MSRB and, in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


1322/SEC DOCKET 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15244/October 19, 1978 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-78-47) 
ORDER APPROVING PROPOSED RULE CHANGE 


On August 21, 1978, the New York Stock Exchange, Inc. 
(“NYSE”) filed with the Commission, pursuant to 
Section 19 (b)(1) of the Securities Exchange Act of 1934, 
15 U.S.C. 78(a)(b)(1) (the “Act”) and Rule 19b-4 there- 
under, copies of a proposed rule change which would 
amend NYSE Rules 312 and 314 to extend the permitted 
period for retention of member organization status, 
following the death of the sole qualifying member, from 
60 days to 90 days, and to expand the provisions which 
would be applicable in any situation where the sole 
qualifying member ceases to be associated with the 
member ogranization. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 15125, 
September 1, 1978) and by publication in the Federal 
Register(43 FR 41116, September 14, 1978). All written 
statements with respect to the proposed rule change 
which are filed with the Commission and all written 
communications relating to the proposed rule change 
between the Commission and any person were 
considered and (with the exception of those statements 
or communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552 were made available to the public at the 
Commission’s Public Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 





registered national securities exchanges and in partic- 
ular, the requirements of Section 6 and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


. For the Commission, by the Division of Market 
’ Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15425/October 19, 1978 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-78-49) 
ORDER APPROVING PROPOSED RULE CHANGE. 


On August 21, 1978, the New York Stock Exchange, Inc. 
(“NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
would amend NYSE Rules 301 and 325 to permit a 
member, whose membership is financed by his member 
organization pursuant to an a-b-c agreement and who 
ceases to be associated with the financing member 
organization, to transact business as an individual 
member on the floor during any period allowed for the 
exercise of the following options. Upon termination of 
an a-b-c agreement, a member must: (a) retain the mem- 
bership and pay the member organization the amount 
necessary to purchase another membership; (b) sell the 
membership and pay the proceeds to the member 
organization; or (c) transfer the membership to a person 
designated by the member organization for a nominal 
consideration. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 15130, 
September 6, 1978) and by publication in the Federal 
Register (43 R 41116, September 14, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 


communications relating to the proposed rule change 
between the Commission and any person were 
considered and (with the exception of those statements 
or communication which may be withheld from the pub- 
lic in accordance with the provisions of 5 U.S.C. §552) 
were made available to the public at the Commission’s 
Public Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges and in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITES EXCHANGE ACT OF 1934 
Release No. 15246/October 19, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5988/October 19, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15247/October 19, 1978 


In the Matter of 

MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 

(SR-MSRB-77-12) 


ORDER APPROVING PROPOSED RULE CHANGES 
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On September 20, 1977, the Municipal Securities 
Rulemaking Board (the “MSRB”) filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act”), and Rule 19b-4 there- 
under (17 CFR 240.19b-4), a series of seventeen 
proposed rules collectively referred to as the MSRB pro- 
posed rules of fair practice. The MSRB filing also 
included three proposed definitional rules and two pro- 
posed amendments to rule currently in effect. 


The MSRB’s proposed fair practice rules represent a 
first attempt to codify basic standards of fair and ethical 
conduct for brokers, dealers, municipal securities 
dealers, and their associated persons in the municipal 
securities business. Pursuant to this objective, the 
proposed omnibus fair practice rule (proposed rule 
G-17) would establish the general standard for conduct 
of a municipal securities business, requiring a munici- 
pal securities professional to deal fairly with all persons 
and not to engage in any deceptive, dishonest, or unfair 
practice. The other proposed fair practice rules would 
provide, in essence, an elaboration upon this general 
standard, by establishing guidelines for particular sub- 
ject matters such as the suitability of recommendations 
and transactions, professional advertising, the 
administration of discretionary and other customer 
accounts, supervision of employees, the determination 
of prices and commissions for municipal securities, 
disclosures in connection with new issue municipal 
securities, and advertisements of such securities. 


The proposed definitional rules which the MSRB 
included in its filing would define the terms “customer,” 
“discretionary account,” and ‘associated person.” The 
proposed definitions would apply to all MSRB rules, not 
merely the proposed fair practice rules. The two pro- 
posed amendments to current rules would (i) amend the 
definition of “bank dealer” in MSRB rule D-8 to exclude 
from regulation by the MSRB the fiduciary activities of 
bank municipal securities dealers, except as otherwise 
explicitly provided by an MSRB rule, and (ii) amend 
MSRB rule G-13 concerning quotations to provide that 
no municipal securities broker of municipal securities 
dealer shall knowingly misrepresent a quotation 
relating to municipal securities made by any other 
broker, dealer, or municipal securities dealer. 


The MSRB filed substantive amendments to certain of 
the proposed rule changes on February 28, 1978, June 
30, 1978, and August 23, 1978. Notice of the proposed 
rule changes, and their amendments, together with the 
terms of substance thereof, was given by publication of 
Commission releases (Securities Exchange Act Release 
Nos. 13987 (September 22, 1977), 14519 (March 2, 
1978), 14943 (July 7, 1978), and 15138 (September 7, 
1978)) and by publication in the Federal Register (42 FR 
49856 (September 28, 1977), 43 FR 9672 (March 9, 1978), 
43 FR 30379 (July 14, 1978), and 43 FR 41111 (Septem- 
ber 14, 1978)). All written statements with respect to the 
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proposed rule change which were filed with the 
Commission and all written communications relating to 
the proposed rule change between the Commission and 
any person were considered by the Commission and 
were made available to the public at the Commission’s 
Public Reference Room (File No. SR-MSRB-77-12). 


The Commission finds that proposed rules G-17 
through G-22, G-24 through G-27, G-29 through G-33, 
D-9 through D-11, and the proposed amendment to rule 
G-13 are consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to the 
MSRB and, in particular, the requirements of Section 
15B and the rules and regulations thereunder. 





lin order to avoid any misinterpretation, it is necessary 
to clarify the manner in which proposed rules D-11 and 
G-18 approved by this order would operate. Proposed 
rule D-11 is a definitional rule which, in general, 
provides that unless the context otherwise requires or a 
rule of the MSRB otherwise specifically provides, the 
terms “broker,” “dealer,” “municipal securities broker,” 
“municipal securities dealer,” and “bank dealer” shall 
be deemed to include their respective associated 
persons. Proposed rule D-11, in its present form, could 
have an unintended result if applied to associated 
persons in situations where they perform functions 
other than those of a broker, dealer, or municipal 
securities dealer. The MSRB staff has indicated to the 
Commission staff that it will recommend that the MSRB 
amend proposed rule D-11 to clarify that the rule refers 
to associated persons only to the extent such 
associated persons are performing, either with or for the 
municipal securities professional with which they are 
associated, “municipal securities dealer activities,” as 
defined in rule G-1(b) of the Board. Although Rule 
G-1(b) refers to “dealer activities,” it includes acitivites 
performed by municipal securities brokers and has been 
used by the MSRB as a general description of the 
activities of a municipal securities profesional. See 
MSRB rule G-3(a)(i). The Commission is of the opinion 
that such an amendment would clarify the scope of 
proposed rule D-11. 


Proposed rule G-18 requires that a municipal securities 
professional acting as agent shall make a reasonable 
effort to obtain a price for the customer that is fair and 
reasonable. The MSRB has indicated that such a profes- 
sional may utilize the services of a “broker’s broker” to 
obtain the fair and reasonable price for his customer 
(File No. SR-MSRB-77-12, p. 9 (September 20, 1977)). It 
should be noted, however, that if a municipal securties 
professional uses the services of a “broker’s broker,” 
although the rule does not require him to duplicate the 
efforts of the municipal securities professional, he con- 
tinues to have a duty to assure that a reasonable effort 

Continued on following page 





Commission approval of a proposed rule change is 
based on the limited finding that such proposal is con- 
sistent with the Act. Accordingly, the Commission does 
not necessarily view the formulation of any particular 
proposed rule change approved by this order as the best 
formulation for purposes of meeting the MSRB’s 
statutory mandate to propose and adopt rules that shall 
“be designed to prevent fraudulent and manipulative 
acts and practices, to promote just and equitable 
principles of trade, ... and, in general, to protect inves- 
tors and the public interest... "2 In particular, the 
Commission tends to consider whether additional 
disclosure concerning underwriting arrangements 
should be required. Furthermore, although the 
Commission views the proposed rules of fair practice 
approved by this order as a worthwhile and ethical 
conduct for municipal securities professionals, the 
Commission understands that the MSRB will continue 
to study whether it is necessary or appropriate to 
develop additional rules of fair practice. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule changes be, and they hereby are, approved. 


The Commission has determined to defer consideration 
of the proposed amendment to rule D-8, the definition of 
“bank dealer,” which would exclude the fiduciary 
activities of a bank from the scope of MSRB regulation, 
proposed rule G-23, which concerns the activities of 
financial advisors, and proposed rule G-28, which con- 
cerns transactions with employees and partners of other 
municipal securities professionals. 





Continued from preceding page 

has been made to obtain a fair and reasonable price. The 
MSRB has interpreted proposed rule G-18 to require a 
municipal securities professional acting as agent for a 
customer to exercise the same high degree of care as the 
professional would if acting for its own account (File 
No. SR-MSRB-77-12, p. 8 (September 20, 1977)). 
Furthermore, common law agency principles would not 
be effected by Commission approval of MSRB proposed 
rule G-18, but would continue to apply to a municipal 
securities professional acting as agent for a customer 
(Section 28(a) of the Act). Those principles impose a 
duty upon the agent to obtain the best price 
discoverable in the exercise of reasonable diligence 
(Securities and Exchange Commission, Report of 
Special Study of Securities Markets, H. Doc. No. 95, Pt 

2, 88th Cong., 1st Sess. 623, n. 223 (1963)). 


2 Section 15B(b)(2)(C) of the Act. 
3The proposed amendment to rule D-8 raises considera- 


tions which have not yet been resolved. Proposed rule 
G-23 was recently amended by the MSRB, and the 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
RELEASE No. 15248/October 19, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-77-12) 


NOTICE OF FILING OF AMENDED PROPOSED RULE 
CHANGE BY THE MUNICIPAL SECURITIES RULE- 


MAKING BOARD AND ORDER APPROVING THAT 
RULE CHANGE 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on October 17, 1978 an amended 
proposed rule change under Rule 19b-4 amending pro- 
posed rule G-28 which was filed as part of a series of 
proposed rules and rule amendments previously filed 
with the Commission (File No. SR-MSRB-77-12). The 
general purpose of that series is to codify basic 
standards of fair and ethical business conduct for 
municipal securities professionals. The Commission 
today approved, with the exception of the proposed 
amendment to rule D-8, and proposed rules G-23 and 
G-28, that series of proposed rules and rule amend- 
ments (Securities Exchange Act Release No. 15247 
(October 19, 1978)).1 Proposed rule G-28 was originally 





MSRB has requested that the Commission defer con- 
sideration of that rule so that action on the other rules 
filed will not be delayed pending analysis by the 
Commission and its staff of whatever comments are 
received with respect to the amendment. Proposed 
rule G-28 was amended by an MSRB filing of October 17, 
1978, and today was approved by the Commission in a 
separate release (Securities Exchange Act Release No. 
15248 (October 19, 1978). 


1The Commission deferred for future consideration the 
proposed amendment to rule D-8, the definition of 
“bank dealer,” which would exclude the fiduciary activi- 

Continued on following page 
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filed with the Commission on September 20, 1977 
(Securities Exchange Act Release No. 13987 
(September 22, 1977), 42 FR 49856 (September 28, 
1977)) and previously was amended on February 28, 
1978 (Securities Exchange Act Release No. 14519 
(March 2, 1978), 43 FR 9672 (March 9, 1978)). Proposed 
rule G-28 establishes procedures for municipal 
securities professionals which are opening and main- 
taining accounts for employees and partners of other 
municipal securities professionals (or for their spouses 
or minor children) or effecting transactions in such 
accounts. The amendment would modify proposed rule 
G-28 to make it applicable only in the case where the 
municipal securities professional knows that a 
customer is an employee or partner or another munici- 
pal securities broker or municipal securities dealer, or 
that the customer is the spouse or minor child of sucha 
person. 


The text of proposed rule G-28, as amended, is as 
follows: 


Rule G-28 Transactions with Employees and Partners 
of Other Municipal Securities Professionals 


(a) Account Instructions. No broker, dealer, or muni- 
cipal securities dealer shall open or maintain an account 
in which transactions in municipal securities may be 
effected for a customer who such broker, dealer or 
municipal securities dealer knows is employed by, or 
the partner of, another municipal securities broker or 
municipal securities dealer, or for or on behalf of the 
spouse or minor child of such a person, unless such 
broker, dealer, or municipal securities dealer first gives 
written notice with respect to the opening and 
maintenance of such account to the municipal 
securities broker or municipal securities dealer by 
whom such person is employed or of whom such person 
is a partner. 


(b) AccountTransactions. No broker, dealer or munici- 
pal securities dealer shall effect a transaction in munici- 
pal securities with or for an account subject to section 
(a) of this rule unless such broker, dealer, or municipal 
securities dealer 


(i) sends simultaneously to the employing 
municipal securities broker or municipal 
securities dealer a duplicate copy of each 
confirmation sent to the customer, and 





Continued from preceding page 

ties of abank municipal securities dealer from the scope 
of MSRB regulation, and proposed rule G-23, which 
concerns the activities of financial advisors. 
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(ii) acts in accordance with any written 
instruction which may be provided to the 
broker, dealer or municipal securities dealer 
by an employing municipal securities broker 
or municipal securities dealer with respect to 
transactions effected with or for such 
account. 


(c) Effectiveness. The requirements of this rule shall 
become effective on December 18, 1978. 


The Commission finds that the proposed rule, as 
amended, is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
the MSRB and, in particular, the requirements of 
Section 15B and the rules and regulations thereunder. In 
addition, the Commission finds good cause for approv- 
ing the proposed rule prior to the thirtieth day after the 
date of publication of notice of filing of the amendment 
to the proposed rule. The proposed rule is one of aseries 
of fair practice rules, the majority of which are approved 
by the Commission earlier today. Approval by this order 
of proposed rule G-28 will permit brokers, dealers, and 
municipal securities dealers to implement procedures 
for compliance with proposed rule G-28 and the other 
fair practice rules at the same time. 


Interested persons are invited to submit written data, 
views, and arguments concerning the proposed rule 
change within 21 days from the date of publication of 
this order in the Federal Register. Persons desiring to 
make written submissions should file six copies thereof 
with the Secretary of the Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-77-12. 


Copies of the submission and all subsequent 
amendments and copies of all written statements with 
respect to the proposed rule change which are filed with 


the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may be 
withheld from the public in accordance with the 
provisions of Section 552 of Title 5, United States Code, 
will be available for inspection and copying at the 
Securities and Exchange Commission’s Public Refer- 
ence Room, 1100 L Street, N.W. Washington, D.C. 
Copies of the filing and of zeny subsequent amendments 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule, as amended, be and hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20732/October 17, 1978 


In the Matter of 


OHIO VALLEY ELECTRIC CORPORATION 
Piketon, Ohio 


(70-6193) 


ORDER AUTHORIZING POLLUTION CONTROL FI- 
NANCING 


Ohio Valley Electric Corporation (“OVEC”), an electric 
utility subsidiary of Allegheny Power System, Inc., 
American Electric Power Company, Inc., and Ohio 
Edison Company, registered holding companies, has 
filed with this Commission an application-declaration 
and amendments thereto pursuant to Sections 9(a), 10 


and 12(d) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 44 promulgated thereunder con- 
cerning the following proposed transaction. 


OVEC and its wholly-owned subsidiary Indiana-Ken- 
tucky Electric Corporation (“IKEC”) were organized on 
October 1, 1952, to provide the power requirements of 
the gaseous diffusion plant at Portsmouth, Ohio 
(“Portsmouth Plant”), now owned and operated by the 
Department of Energy (“DOE”). Such services are pro- 
vided pursuant to a power agreement (‘DOE 
Agreement”), as modified from time to time. The 
DOE Agreement provides, inter alia, that DOE will pay 
OVEC the entire cost of certain replacements of 
property and plant, including replacements reasonably 
required to comply with any governmental pollution 
control requirements. The DOE Agreement also 
provides that OVEC will use its best efforts to arrange 
for financing pollution control replacements from 
sources of capital funds other than DOE unless DOE 
prefers to finance OVEC’s pollution control replace- 
ments directly. Under the DOE Agreement, DOE agrees 
to pay an amount equal to the principal component of 
any purchase price payment under an installment sale 
agreement relating to the purchase by OVEC of any pol- 
lution control replacement, and an amount equal to the 
interest component of any such purchase price pay- 
ment. The DOE Agreement terminates on December 
31, 1979, pursuant to Modification No. 9 to said agree- 


ment, which became effective on or about October 13, 
1978. OVEC and DOE are engaged in negotiations with 
respect to another modification to the DOE Agreement 
which would extend its stated term to October 14, 1992, 
and contain certain other provisions the details of which 
have not yet been agreed upon. 


OVEC states that in order to comply with prescribed 
environmental quality control standards of the State of 
Ohio and the federal government it has under construc- 
tion certain high efficiency electrostatic precipitators 
for particulate emission control and related facilities 
(the “Project”) to be installed on the five units at its 
Kyger Creek Plant (“Plant”). It is estimated that the 
Project will cost approximately $75,000,000 of which 
approximately $383,000 has been expended as of March 
31, 1978. By resolution adopted August 9, 1977, the 
Ohio Air Quality Development Authority (“Authority”), 
which under the Ohio statutes is authorized to enter into 
agreements concerning the acquisition and construc- 
tion of pollution control facilities, determined that it 
would authorize and issue one or more series of revenue 
bonds of the State of Ohio (“Revenue Bonds”) in the 
maximum aggregate amount of $75,000,000 to finance 
the cost of the Project. 


OVEC proposes to enter into an agreement of sale 
(“Agreement”) with the Authority under which the 
Authority will complete the construction and installa- 
tion of the facilities comprising the Project and will 
issue Revenue Bonds in an initial principal amount of up 
to $75,000,000 (“Series A Bonds”) and additional 
Revenue Bonds in principal amounts which will, when 
added to the aggregate principal amount of Series A 
Bonds, not exceed $75,000,000 in the aggregate, suffi- 
cient to cover the cost of construction of the Project. 
The proceed from the sale of the Series A Bonds will be 
deposited by the Authority with a bank or trust company 
as trustee (“Trustee”) under an indenture to be entered 
into between the Authority and the Trustee (the 
“Indenture”) pursuant to which the Series A Bonds are 
to be issued and secured. Such proceeds will be applied 
to payment of the cost of construction of the Project. 


The Agreement will also provide for the sale of the 
Project to OVEC, the payment by OVEC of the purchase 
price of the Project in installments over a term of years 
and the assignment and pledge to the Trustee by the 
Authority of its interest in and to the monies (including 
the interest and principal components of the purchase 
price) receivable by the Authority under the Agreement. 
DOEand OVEC will consent to such assignment so that 
amounts equal to the interest and principal components 
of the purchase price payable to OVEC to the Authority 
will be paid by DOE directly to the Trustee. The 
Agreement also provides that OVEC will pay to the 
Authority as the purchase price for the Project interest 
and principal components in such amounts as will 
enable the Authority to pay when due the principal and 
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interest on the Series A Bonds, any additional bonds 
and any refunding bonds. The Agreement also obligates 
OVEC to pay the fees and charges of the Trustee, as well 
as certain expenses of the Authority. 


OVEC has to option to prepay the purchase price in 
whole (i) upon the occurence of certain events by paying 
amounts sufficient to redeem all Revenue Bonds then 
outstanding, the fees and expenses of the Trustee and 
all other amounts payable under the Indenture, or (ii) by 
depositing monies in the Bond Fund (as defined in the 
Indenture) or delivering to the Trustee governmental 
obligations sufficient in either case to provide for the 
release of the Indenture in accordance with its terms. 
Upon prepayment of the entire purchase price OVEC 
may terminate the Agreement. OVEC may also prepay 
the purchase price in part, such payments to be paid to 
the Trustee for deposit in the Bond Fund and credited 
against the purchase price and used for the redemption 
or purchase of outstanding Revenue Bonds in the 
manner and to the extent the outstanding Revenue 
Bonds are redeemable or subject to purchase as 
provided in the Indenture. 


The Agreement provides that the purchase price will 
be required to be prepaid and all Revenue Bonds 
redeemed in the event that (a) on or before November 30, 
1979, neither a modification of the DOE Agreement 
providing for an extension of the term thereof through 
October 14, 1992, nor an interim arrangement for the 
supply by OVEC and/or IKEC of electric utility services 
to DOE at its existing gaseous diffusion plant near 
Portsmouth, Ohio through March 30, 1980, in either 
case including contract provisions obligating DOE to 
pay directly to the Trustee all interest components and 
principal components of the purchase price of the 
Project becoming due during the term of such modifica- 
tion or interim arrangement, shall have become effec- 
tive; (b) on or before the thirty-first day prior to the date 
on which any such interim arrangement or any succeed- 
ing interim arrangement would otherwise terminate, 
neither a further interim arrangement for a period of 
ninety days or more, nor a modification of the DOE 
Agreement referred to in clause (a) above, in each case 
including the contract provisions referred to in clause 
(a) above, shall have become effective; (c) any modifica- 
tion of the DOE Agreement is executed by OVEC which 
has the effect of reducing or eliminating DOE’s obliga- 
tion to make payments of interest components and 
principal components of the purchase price for the 
Project; or (d) the DOE Agreement shall be about to 
terminate by action of DOE, as provided for in Section 
8.2 of said agreement. 


It is stated that OVEC will take necessary action under 
its mortgage and deed of trust to release the electro- 
Static precipitators and related equipment which are 
part of the Project from the lien of its mortgage, and, 
after such release, will convey them to the Authority free 
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and clear of the mortgage lien. OVEC will receive from 
the Bond proceeds an amount equal to its original cost 
for the existing facilities so conveyed. 


It is contemplated that the Series A Bonds, in the 
principal amount of $63,000,000, will be sold by the 
Authority pursuant to arrangements with E.F. Hutton & 
Company, Inc. The Series A Bonds will be dated as of 
October 1, 1978, will mature on October 1, 1992, will 
bear interest at the rate of 5-3/8% per annum, will be 
initially offered to the public at 100% and will be pur- 
chased by the underwriter from the Authority at 99.1% 
(resulting in an effective interest cost of approximately 
5.45% per annum). 


The record is incomplete with respect to the fees and 
expenses to be incurred in connection with the pro- 
posed transaction. The Public Utilities Commission of 
Ohio has authorized the proposed transaction. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 20664), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it appropriate 
in-the public interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the pro- 
posed transaction and with respect to any additional 
Bonds to be issued under the Agreement. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20733/October 17, 1978 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 


SENECA RESOURCES CORPORATION 
Buffalo, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


(70-6184) 


ORDER AUTHORIZING FURTHER EXCEPTION FROM 
CONSOLIDATED TAX ALLOCATION PROVISIONS OF 
RULE 45(b)(6) 


National Fuel Gas Company (“National”), a registered 
holding company, and its three wholly-owned 
subsidiary companies have filed a declaration and an 
amendment thereto with this Commission pursuant to 
Section 12(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 45 promulgated thereunder 
regarding the following proposed transaction. 


National and its three subsidiary companies join 
annually in filing a consolidated federal income tax 
return. By order dated April 19, 1963 (HCAR No. 14853), 
National was granted authorization to allocate the 
system’s consolidated federal income tax liabilities 
after giving effect to the investment tax credit in a 
manner differing from that prescribed in subparagraph 
(b)(6) of Rule 45 promulgated under the Act. National 
now proposes a further modification of its manner of 
allocating consolidated federal income taxes. It is 
stated that the reason for seeking the change centers 
around the recent expansion of the exploration and 
development activities of Seneca Resources Corpora- 
tion (“Seneca”). 


Seneca is engaged in exploration for, and development 
of, oil and natural gas reserves in the Gulf Coast, South- 
west, and Rocky Mountain areas of the United States 
and in the processing of liquefied petroleum products. 
The filing states that the growing needs of the National 
system for supplies of natural gas, coupled with the 
general decline of supplies from traditional sources, 
has necessitated that the system seek additional 
reserves. During the twelve months ended September 
30, 1977, Seneca expended $1,900,000 for exploration 
and development. Exploration and development 
expenditures for fiscal 1978 and 1979 are presently esti- 
mated at $7,000,000 and $9,000,000, respectively. It is 
asserted that, normally, several years elapse before 


newly-discovered gas reserves can be developed and 
marketed. During these early years, a large portion of 
the related expenses for gas exploration and develop- 
ment, such as the deduction for intangible drilling and 
development costs and abandonment of leasehold 
interests, although capitalized for books, are deducted 
as Current expenses for federal income tax purposes and 
thus produce tax losses and savings in consolidated tax 
liability. Seneca’s operations produced a tax loss of 
$1,000,766 in fiscal 1977 and are expected to produce 
tax losses in succeeding years estimated at $3,148,000 
in fiscal 1978 and $6,250,000 in fiscal 1979. Seneca is 
involved in a number of joint ventures with exploration 
companies. As of August 31, 1978, about $8,000,000 
have been expended on completed operations, both dry 
holes and producers, resulting in about 30 wells. 
Seneca’s interest in the reserves amounts to about 13 
BCF, at a cost of about 75 cents per MCF. 


With the inclusion of Seneca in the consolidated tax 
return, an immediate reduction in income tax is 
obtained which would not otherwise be available to the 
system. Under the allocation method set forth in Rule 
45, the benefits of the current reductions in the tax 
attributable to the Seneca tax losses would flow to 
system companies other than Seneca in the form of 
reduced tax payments. In order to prevent this result and 
to provide Seneca with funds to carry on its exploration 
and development program, National now proposes a 
further modification of its method of allocating consoli- 
dated federal income taxes for the years 1978 and 1979. 
National’s proposed method of allocation would, in 
effect, authorize the other system companies to pay 
Seneca an amount equal to their respective reductions 
in federal income tax liability resulting from tax losses 
incurred by Seneca as a result of its exploration and 
development program. 


The following procedure is to be used: 


1. When, in any taxable year, the operations of Seneca 
result in a tax loss, the consolidated federal income tax 
to be allocated among the other system companies 
(including subsidiaries of National not now in 
existence) will be based upon the tax that would have 
resulted had Seneca been excluded from the consoli- 
dated federal income tax return. 


2. The funds retained by virtue of the reduction in tax 
resulting from inclusion of that tax loss in the consoli- 
dated federal income tax return would be remitted to 
Seneca. 


3. In future years, when Seneca has taxable income, it 
may be entitled to tax credits as a result of the net 
operating loss carryback and carryover provisions of 
Section 172(b) of the 1954 Internal Revenue Code, as 
amended, in order to comply with the separate return 
limitations required by Rule 45(b)(6). Any credits 
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remitted under paragraph 2 would be applied to reduce 
any credits in other years to which Seneca may become 
entitled under the separate return limitations of Rule 
45(b)(6). 


4. Innoevent will the tax allocated to each subsidiary 
company exceed the amount of tax of such company 
based upon a separate return computed as if such com- 
pany had always filed its tax return on a separate return 
basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20636), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20734/October 18, 1978 


In the Matter of 
THE COLUMBIA GAS SYSTEM, INC. 


20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA ALASKAN GAS TRANSMISSION CORPO- 
RATION 

20 Montchanin Road 

Wilmington, Delaware 19807 


(70-5513) 
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NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING PARTICIPATION IN GAS PIPELINE 
PROJECT 


NOTICE IS HEREBY GIVEN that Columbia Gas System, 
Inc. (“Columbia”), a registered holding company, and 
Columbia Alaskan Gas Transmission Corp. (“Columbia 
Alaskan”), asubsidiary of Columbia, have filed with this 
Commission a post-effective amendment to the applica- 
tion in this proceeding pursuant to Sections 9, 10, and 
12 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43, 45(b)(1) and 50(a)(3) promulgated 
thereunder regarding the following proposed trans- 
actions. All interested persons are referred to the 
amended application, which is summarized below, fora 
complete statement of the proposed transactions. 


By order in this proceeding dated August 16, 1974 
(HCAR No. 18534), Columbia Alaskan was authorized to 
participate in the Northern Border Pipeline Company 
General Partnership Agreement dated as of April 15, 
1974 (“Northern Agreement”), which Columbia Alaskan 
had entered into along with five other companies. 
Columbia Alaskan now seeks approval of an agreement 
which substitutes a new partnership agreement for the 
Northern Agreement and gives Columbia Alaskan the 
option to become a member of such new partnership. 
The Northern Border project was organized to constitute 
and operate a natural gas pipeline representing the 
second leg of an overall project designed to bring sub- 
stantial volumes of gas from the Arctic regions of 
Alaska and Canada down to markets in the lower forty- 
eight states of the United States, including those 
markets in Columbia’s service area. The first leg of the 
project contemplates the transmission of gas from 
Purdhoe Bay, Alaska, to the Alaskan-Canadian border. 


The second leg, the Northern Border Project, is 
intended to extend from a point on the United States 
Canadian border near Monchy, Saskatchewan, to a 
point near Dwight, Illinois. Two of the parent companies 
of the six companies who were partners under the 
Northern Agreement, Northern Natural Gas Company 
(“Northern Natural”) and Panhandle Eastern Pipeline 
Company (“Panhandle”) wish to construct and operate 
facilities from Monchy, Saskatchewan, to a point near 
Ventura, lowa, in order to transport and deliver natural 
gas produced in the Province of Alberta, Canada, 
independent of any subsequent arrangements for the 
delivery of gas from Prudhoe Bay (this early 
construction is hereinafter referred to as “Prebuilding”). 
The other four partners under the Northern Agreement, 
including Columbia Alaskan, do not desire to 
participate in the Prebuilding but do wish to retain their 
option to join the project subsequent to the Prebuilding 
if and when pipeline facilities are built to transport gas 
from Purdhoe Bay to Monchy, and to expand the 
facilities from that point on to Dwight, Illinois. 





To effectuate the foregoing, all of the parties to the 
Northern Agreement have executed an Amendment and 
Agreement dated August 1, 1978, which effectively 
terminates the Northern Agreement and substitutes for 
it a substantially similar agreement called the Northern 
Border Pipeline Company General Partnership 
Agreement, effective as March 9, 1978 (“Successor 
Partnership Agreement”). Simultaneously with execu- 
tion of the Successor Partnership Agreement, four 
companies, comprising Northern Plains Natural Gas 
Company and Pan Border Gas Company, two of the 
original signatories to the Northern Agreement and sub- 
sidiaries, respectively, of Northern Natural and 
Panhandle, and two new companies, Northwest Border 
Pipeline Company, a subsidiary of Northwest Energy 
Corporation, and United Mid-Continent Pipeline 
Company, a subsidiary of United Gas Pipe Line 
Company, have joined as partners in the new 
agreement. Under such agreement, if and when Pre- 
building occurs, then at such time as the incremental 
pipeline facilities required to complete the overall 
Project for the transmission of gas from Prudhoe Bay to 
Dwight, Illinois are to constructed, Columbia Alaskan 
shall have the option to become a partner in the 
Successor Partnership Agreement, standing in place of 
the Northern Agreement. 


In all other respects the proposed transactions remain 
the same. No state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1978, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said post-effective 
amendment to the application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant at the above-stated address, 
and proof of service (by affidavit or, in the case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
now amended or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20735/October 18, 1978 


In the Matter of 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6216) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that Mississippi Power 
Company (‘‘Mississippi”), an electric utility subsidiary 
of the Southern Company, a registered holding 
company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 6(b) 
and 7 of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Mississippi proposes to issue up to $10,000,000 
principal amount of its first mortgage bonds of a series 
having aterm of not less than five years nor more than 30 
years (“new Bonds”), and to sell the new Bonds at 
competitive bidding for the best price obtainable but for 
a price to Mississippi of not less than 98% nor more 
than 101%% of the principal amount thereof, plus 
accrued interest. 


The new Bonds will be issued under the Indenture dated 
as of September 1, 1941, between Mississippi and 
Morgan Guaranty Trust Company of New York, as 
Trustee, as heretofore supplemented by various 
indentures supplemental thereto, and as to be further 
supplemented by a Supplemental Indenture to be dated 
as of December 1, 1978. 


It is difficult to determine, under present bond market 
conditions, whether it would be more advantageous to 
Mississippi to sell new Bonds having a 30-year or some 
shorter term. It is proposed, therefore, that Mississippi 
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decide on the term of the new Bonds after the date of 
public invitation for proposals and then notify prospec- 
tive bidders by telephone, confirmed in writing, of its 
decision, not less than 72 hours prior to the time of the 
bidding. 


Mississippi proposes to use the proceeds from the sale 
of the new Bonds, along with other funds, in financing 
its 1978 construction costs, estimated at July, 1978, to 
be $42,597,000, and to reduce notes payable. 


A statement of fees, commissions and expenses to be 
incurred in connection with the proposed transaction 
will be filed by amendment. It is stated that no other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, no later than November 20, 1978, request in writing 
that ahearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of fact or law raised by the filing which he desires 
to controvert; or he may request that he be notified if the 
Commission should order ahearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
filed or as it may be amended, may be granted effective 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20736/October 19, 1978 


In the Matter of 
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SYSTEM FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6055) 


NOTICE OF POST-EFFECTIVE AMENDMENTS RE- 
GARDING FINANCING ARRANGEMENTS RELATED 
TO THE PURCHASE OF FUEL BY A NONUTILITY 
SUBSIDIARY FOR USE BY THE OPERATING COM- 
PANIES 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“Arkansas”), Louisiana Power & Light 
Company (“Louisiana”), Mississippi Power & Light 
Company (“Mississippi”), and New Orleans Public 
Service Inc. (“NOPSI”) (collectively referred to as 
“Operating Companies”), all public utility subsidiary 
companies of Middle South Utilities, Inc. (“Middle 
South”), a registered holding company, and System 
Fuels, Inc. (“SFI”), a jointly-owned nonutility 
subsidiary company of the Operating Companies, have 
filed post-effective amendments to their declaration in 
this proceeding pursuant to Sections 6(a), 7, and 12(b) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50 promulgated thereunder as 
applicable to the following proposed transactions. All 
interested persons are referred to the amended decla- 
ration, which is summarized below, for a complete 
statement of the proposed transactions. 


By order dated December 30, 1976, the Commission 
approved an extension of the period through December 
31, 1977, during which System Fuels, Inc. (“SFI”) is 
authorized to make borrowings from the Operating 
Companies, parent companies of SFI, to finance its fuel 
supply business. (HCAR No. 19835). In that proceeding, 
SFI committed itself to endeavor to obtain funds from 
external sources under arrangments advantageous to 
SFI and the Middle South Utilities System, in lieu of 
borrowings from the Operating Companies, to mect 
SFI’s expenditure requirements. 





By order dated November 7, 1977, the Commission 
authorized SFI to make borrowings, through the sale of 
bankers’ acceptances under an Acceptance Facility Line 
of Credit Agreement (“Acceptance Agreement”) with 
Citibank, N.A., New York, New York (“Bank”), to 
finance a portion of its requisite inventory of fuel oil 
through 1978. Pursuant to the Acceptance Agreement, 
SFI may borrow and reborrow through November 18, 
1978, up to amaximum aggregate amount not to exceed 
at any one time outstanding the lesser of $25,000,000 or 
an amount equal to 50 percent of the fair market value of 
SFI’s fuel oil inventory then in storage at specified 
locations (the “Acceptance Base”). As of September 30, 
1978, SFI’s borrowings from the Bank under the 
Acceptance Agreement aggregated $25,000,000. 


To assure the availability to the Operating Companies 
and to Arkansas-Missouri Power Company, the other 
operating subsidiary of Middle South, of an adequate 
supply of fuel oil through 1979, SFI presently estimates 
that it will be necessary to maintain an inventory varying 
between 5,900,000 and 7,600,000 bbis., valued at as 
much as $83,700,000. Such requirements will vary 
because of seasonal factors, availability of natural gas 
and other changes in conditions. To finance a portion of 
its requisite inventory of fuel oil thorugh 1979, SFI 
proposes to enter into an amendment of the 
Acceptance Agreement (“Amendment Agreement”) 
which will provide for a one-year extension, through 
November 18, 1979, of the period during which SFI may 
effect borrowings and reborrowings from the Bank 
thereunder. 


The Amendment Agreement will provide for a 
modification of the provisions in the Acceptance 
Agreement relating to the rate at which the Bank will 
discount any Draft presented to it by SFI for acceptance 
so that the Bank will pay to SFI in immediately available 
funds on the date of such acceptance an amount equal 
to the fact amount of such Draft less a discount equal to 
(a) the prevailing bid rate in effect in the bankers’ 
acceptance maket on the date of acceptance of such 
Draft for acceptances by the Bank of commercial drafts 
or bills ineligible for discount with Federal Reserve 
Banks and having the same maturity as such Draft, 
multiplied by (b) the face amount of such Draft; 
provided that if during the extended term of the 
Acceptance Agreement the Drafts to be accepted by the 
Bank thereunder are at any time deemed to be eligible 
for discount with Federal! Reserve Banks, the discount 
rate will accordingly be premised upon that applicable 
to eligible acceptances. 


The Amendment Agreement will also provide for a 
modification of the provisions in the Acceptance 
Agreement relating to the acceptance charge payable by 
SFI to the Bank with respect to Drafts accepted and 
discounted by the Bank so that SFI will pay to the Bank 
on the date of acceptance of any Draft an acceptance 


charge of 1.40 percent per annum of the face amount of 
such Draft for the period thereof. The acceptance charge 
specified in the Amendment Agreement may be 
adjusted (1), subject to any necessary approvals of the 
Commission under the Act, to reflect a change in the 
regulations adopted under the Federal Reserve Act 
mandating a change in the amount of reserves required 
to be maintained by the Bank with respect to obligaitons 
arising from the creation of bankers’ acceptances which 
are ineligible for discount with Federal Reserve Banks, 
any such adjustment to be in such amount as SFI and 
the Bank shall thereafter agree upon, and (2) 
automatically from 1.40 to 1 percent per annum with 
respect to Drafts accepted and discounted by the Bank 
which are deemed eligible for discount with Federal 
Reserve Banks. Based upon the prevailing bid rate of 
9.35 percent in effect as of October 16, 1978, for 90-day 
commercial drafts or bills ineligible for discount with 
Federal Reserve Banks, and after giving effect to the 
Acceptance Charge of 1.40 percent per annum payable 
as to Drafts of SFI accepted and discounted by the 
Bank, SFI estimates that its cost of money in respect of 
the proposed borrowings under the Acceptance 
Agreement, as amended by the Amendment Agreement, 
would be 10.97 percent per annum. 


In all other respects the proposed transactions remain 
the same. 


The fees and expenses to be incurred in connection with 
the proposed transactions are to be filed by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 13, 1978, request in writ- 
ing that ahearing be held on such matter, stating the na- 
ture of his interest, the reasons for such request, and 
the issues of fact or law raised by said post-effective 
amendments to the declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 2049. A copy 
of such request should be served personally or by mail 
upon the declarants at the above;stated addresses, and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as amended or 
as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
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(if ordered) and any postponements thereof. 


For teh Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20737/October 19, 1978 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6143) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY FOR SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed wtih this Com- 
mission a declaration pursuant to Sections 12(b) and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘Act’), and Rule 45 promulgated thereunder 
concerning the following proposed transaction. 


AEP requests approval of a surety bond in the amount of 
$3,200,000 that was posted with the Public Service 
Commission of West Virginia (“State Commission”) on 
March 28, 1978, by AEP as surety and Wheeling Electric 
Company (“Wheeling”) as principal pursuant to the 
provisions of Rule 45(b)(3) under the Act. 


On March 31, 1978, Wheeling filed with the State 
Commission for increased rates on electric service in 
West Virginia. The additional rate increases were to be 
effective subject to the posting by Wheeling of the 
required bond, which would assure the making of 
appropriate refunds to customers in the event the State 
Commission’s final order should require refunds to be 
made. The State Commission has permitted AEP to act 
as surety for Wheeling in lieu of Wheeling’s posting a 
commercial bond. It is expected that the amount of the 
bond for the new rates will not exceed $3,200,000, which 
is the estimated additional annual revenue that the new 
rates will provide. The bond includes a 9% per annum 
interest rate as required by West Virginia statute. 
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The fees and expenses to be incurred in connection with 
the proposal are estimated at $2,500. The Public Service 
Commission at West Virginia has authorized the 
proposal. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposal. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20708), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the declaration, be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
by, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
‘Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 515/October 19, 1978 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act on application of 
Carolina Telephone and Telegraph Company (“CTT”) 
that the trusteeships of Bankers Trust Company under 
five indentures involving CTT qualified under the Act 
and under an Indenture not so qualified are not so likely 
to involve a material conflict of interest as to make it 





Sf 


necessary to disqualify Bankers Trust Company from 
acting as trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF1940 
Release No. 10436/October 13, 1978 


In the Matter of 


ADAMS FIDUCIARY BOND FUND 
55 Court Street 
Boston, Massachusetts 02108 


(812-4256) 


NOTICE OF FILING APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Adams Fiduciary Bond 
Fund (“Fund”), an open-end diversified investment 
company registered under the Investment Company Act 
of 1940 (the ‘“‘Act”), filed an application on January 12, 
1978, and an amendment thereto on October 2, 1978, for 
an order pursuant to Section 6(c) of the Act declaring 
that Miss Dorothy A. Brown shall not be deemed an 
“interested person” of the Fund or its investment 
adviser within the meaning of Section 2(a)(19) of the Act 
by reason of her position with the Boston Safe Deposit 
and Trust Company (“Boston Safe”). All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The application states that it is contemplated that Miss 
Brown will serve as a Trustee of the Fund. The principal 
occupation of Miss Brown is Vice-President and 
Portfolio Manager of Boston Safe, a long established 
trust Company engaged primarily in investment 
management and other trust company, fiduciary and 
related banking services. As such, Miss Brown 
manages the investments of a number of individual 
trusts, estates, and agency accounts. Miss Brown is 
also a present or past trustee of the Cape Ann Historical 
Association, the New England Peabody Home for 


Crippled Children, Kieve Affective Education, Inc. and 
St. Luke’s Home for Convalescents. 


The Boston Company, Inc., a holding company whose 
subsidiaries are engaged in providing resource 
management services, owns more than 99% of the 
stock of Boston Safe. The Boston Company Financial 
Strategies, Inc. (“Strategies”), which is registered 
under the Investment Advisers Act of 1940, is a 
wholly-owned subsidiary of The Boston Company, Inc., 
and provides financial planning and asset management 
services for its clients. Strategies has a subsidiary, The 
Boston Company Investment Creation, Inc. (“TBCIC”), 
which is a registered broker dealer under the Securities 
Exchange Act of 1934 (the “Exchange Act’) and is 
invoived exclusively in the structuring and sale of oil and 
gas programs and other special situation nonmar- 
ketable securities. 


The application states that while there is a statutory 
presumption in Section 2(a)(9) of the Act that a natural 
person is not acontrolled person, that presumption may 
be rebutted by evidence and a contrary determination 
made by Commission order, and an officer of one 
subsidiary may be determined to be under common 
control with another subsidiary. The application further 
states that under such interpretation Miss Brown could 
be determined to be under common control with TBCIC, 
since both TBCIC and Boston Safe are subsidiaries of 
The Boston Company, Inc. Section 2(a)(3) of the Act 
includes in the definition of “affiliated person” any 
person directly or indirectly controlling, controlled by or 
under common control with such other person. 
Sections 2(a)(19)(A)(V) and (B)(V) of the Act define an 
“interested person” of an investment company and of an 
investment adviser of any investment company to 
include any broker or dealer registered under the 
Exchange Act or any affiliated person of such broker or 
dealer. The application states that if Miss Brown were 
considered to be under common control with TBCIC, 
she would be an affiliated person of TBCIC under 
Section 2(a)(3) of the Act, and hence, an interested 
person of the Fund and its investment adviser, Adams, 
Harkness and Hill, Inc. under Sections 2(a)(19)(A)(V) 
and (B)(V) of the Act. The Fund asserts that while it does 
not necessarily agree with such an interpretation, the 
Fund has deemed it advisable to clarify the status of 
Miss Brown by applying for the exercise of the 
Commission’s exemptive power under Section 6(c) of 
the Act. 


The Fund states that the relationship of Miss Brown 
with Boston Safe and Boston Safe’s relationship with 
The Boston Company, Inc., Strategies and TBCIC will 
not impair Miss Brown’s independence in acting as a 
Trustee of the Fund. The application states that Miss 
Brown is not an officer or director of The Boston 
Company, Strategies or TBCIC and therefore has no 
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authority or responsibility for management of the 
operations of TBCIC. 


The application states that because of the special nature 
of the type of investments with which TBCIC is 
presently involved, the Fund cannot legally purchase or 
sell such investments from or through TBCIC because 
of restrictions adtopted by the Fund which require it to 
invest only in municipal securities and certain types of 
other short-term taxable instruments. Moreover, the 
Fund has undertaken in its application not to transact 
any business with TBCIC if TBCIC becomes involved 
with a type of security in which the Fund may legally 
invest. 


In its applicaiton the Fund states its belief that Miss 
Brown is a person of recognized integrity, judgment, 
independence and competence in the investment 
company industry. The Fund further assets that Miss 
Brown is in fact a disinterested Trustee, and that it is in 
the best interests of the Fund that she be permitted to 
serve the Fund as a disinterested Trustee. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions, 
from any provision of the Act or of any rule or regulation 
under the Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 7, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant(s) at the 
address(es) stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10437/October 13, 1978 


In the Matter of 


REAL ESTATE ASSOCIATES LIMITED 
SONNENBLICK-GOLDMAN CORP. OF 
CALIFORNIA 


and 


CHARLES H. BOXENBAUM 
1901 Avenue of the Stars 
Los Angeles, California 90067 


(812-4278) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM ALL PROVISIONS OF 
THE ACT 


On September 11, 1978, anotice was issued (Investment 
Company Act Release No. 10397) of the filing of an 
application by Real Estate Associates Limited 
(“REAL”), a California limited partnership organized to 
invest through other limited partnerships in govern- 
ment-assisted low and moderate income rental 
housing, and its general partners, Sonnenblick- 
Goldman Corp. of California and Charles H. 
Boxenbaum, for an order of the Commission, pursuant 
to Section 6(c) of the Investment Company Act of 1940 
(“Act”), exempting REAL from all provisions of the Act 
and the rules thereunder. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued on the basis of the 
information stated therein unless the Commission 
ordered a hearing upon request or upon the Commis- 
sion’s own motion. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The application has been considered and it is found that 
the exemption requested is necessary or appropriate in 





the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
/ and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
REAL be, and hereby is, exempt from all provisions of 
the Act and the rules thereunder, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10438/October 13, 1978 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 

440 Lincoln Street 

Worchester, Massachusetts 01605 


(812-4344) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER PERMITTING PRO- 
POSED ACQUISITION OF CERTAIN NOTES 


State Mutual Life Assurance Company of America 
(“Insurance Company’’), a mutual life insurance 
company organized under the laws of Massachusetts 
and investment adviser for State Mutual Securities, Inc. 
(“Fund”), aclosed-end investment company registered 
under the Act, filed an application on August 3, 1978, 
pursuant to Section 17(d) of the Investment Company 
Act of 1940 (“Act”) and Rule 17d-1 thereunder, for an 
order of the Commission permitting Insurance 
Company to acquire $2,500,000 in principal amount of a 
new issue of 942% Senior Notes (“Notes”) due in 1998 
of Rand McNally & Company. 


On September 12, 1978, anotice was issued (Investment 
Company Act Release No. 10398) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 


for hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found, on the 
basis of the information stated in the application, that 
the proposed acquisition of Notes by Insurance 
Company is not disadvantageous to the Fund and is 
consistent with the provisions, policies, and purposes 
of the Act. Accordingly, 


IT IS ORDERED pursuant to Section 17(d) of the Act and 
Rule 17d-1, that the proposed acquisition by Insurance 
Company of the Notes be, and hereby is, permitted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10439/October 16, 1978 


In the Matter of 


EGRET FUND, INC. 
One Beacon Street 
Boston, Massachusetts 02108 


(811-1285) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT THE APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


On September 14, 1978, anotice was issued (Investment 
Company Act Release No. 10407) stating that Egret 
Fund, Inc. (“Applicant”), registered under the Invest- 
ment Company Act of 1940 (“Act”) as an open-end, 
diversified management investment company, filed an 
application on July 31, 1978, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring that 
the Applicant has ceased to be an investment company 
as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
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been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Egret Fund, Inc., under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10440/October 16, 1978 


SEE 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 641/October 16, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10441/October 16, 1978 


In the Matter of 


McNEIL MONEY MARKET FUND, INC. 
c/o The Robert A. McNeil Corporation 
2855 Campus Drive 

San Mateo, California 94403 


(811-2576) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT THE APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


McNeil Money Market Fund, Inc. (“Applicant”), a Cali- 
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fornia corporatiqn registered under the Investment 
Company of 1940 (“Act”) as an open-end, non- 
diversified investment company, filed an application on 
July 31, 1978, pursuant to Section 8(f) of the Act, for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. 


On September 15, 1978, anotice was issued (Investment 
Company Act Release No. 10409) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
Applicant has ceased to be an investment company. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of McNeil Money Market Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10442/October 17, 1978 


In the Matter of 

INSURED MUNICIPALS-INCOME TRUST 
INVESTORS’ CORPORATE-INCOME TRUST 
VAN KAMPEN SAUERMAN, INC. 

DAIN, KALMAN & QUAIL, INC. 

c/o VAN KAMPEN SAUERMAN, INC. 

208 South La Salle Street 

Chicago, Illinois 60604 

(812-4226) 


ORDER AMENDING A PREVIOUS ORDER GRANTING 





EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) OF 
THE ACT AND PERMITTING AN OFFER OF 
EXCHANGE PURSUANT TO SECTION 11 OF THE ACT. 


On September 19, 1978, anotice was issued (Investment 
Company Act Release No. 10412) of an application filed 
on July 28, 1978, and an amendment thereto on 
September 8, 1978, by Insured Municipals-Income Trust 
and Investors’ Corporate-Income Trust (the “Corporate 
Fund”), both registered under the Investment Company 
Act of 1940 (“Act”) as unit investment trusts (together 
referred to herein as the “Trusts”), their sponsor, Van 
Kampen Sauerman, Inc., and a co-sponsor of the 
Corporate Fund, Dain Kalman & Quail, Inc., requesting 
an order of the Commission amending an earlier order of 
the Commission dated January 31, 1978 (Investment 
Company Act Release No. 10109). That order pursuant 
to Section 6(c) of the Act exempted from the provisions 
of Section 22(d) of the Act the offer and sale of units of 
the Trusts pursuant to a conversion option (the “Plan”), 
and pursuant to Section 11 of the Act permitted the 
Trusts to offer their units at net asset value plus a fixed 
dollar sales charge pursuant to the Plan. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Sections 6(c) and 11 of the 
Act, that the application for amendment of the 
Commission’s order dated January 31, 1978, contained 
in Investment Company Act Release No. 10109, to the 
extent requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10443/October 17, 1978 


In the Matter of 


INVESTORS’ MUNICIPAL-YIELD TRUST, 
SERIES 1 (AND SUBSEQUENT SERIES) 


and 


VAN KAMPEN SAUERMAN, INC. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4364) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS OF 
SECTIONS 14(a) AND 22(d) OF THE ACT AND FROM 
RULES 19b-1 AND 22c-1 UNDER THE ACT AND 
PURSUANT TO SECTION 11(a) OF THE ACT 
PERMITTING AN OFFER OF EXCHANGE. 


On September 25, 1978, anotice was issued (Investment 
Company Act Release No. 10417) of an application filed 
on September 8, 1978, and an amendment thereto on 
September 22, 1978, by Investors’ Municipal-Yield 
Trust, Series 1 (and Subsequent Series) (“Trust”), a unit 
investment trust registered under the Investment 
Company Act of 1940 (“Act”) and its Sponsor, Van 
Kampen Sauerman, Inc. (“Sponsor”) (hereinafter the 
Sponsor and the Trust are referred to collectively as 
“Applicants”) for an order of the Commission (a) 
pursuant to Section 6(c) of the Act, exempting the 
Applicants from the provisions of Sections 14(a) and 
22(d) of the Act, and Rules 19b-1 and 22c-1 under the 
Act, and (b) pursuant to Section 11 of the Act, per- 
mitting the Trust to offer its Units at net asset value plus 
a fixed dollar sales charge pursuant to a conversion 
option. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of 
Sections 14(a) and 22(d) of the Act, and Rules 19b-1 and 
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22c-1 under the Act, to the extent requested, be and 
hereby is, granted, effective forthwith. 


IT iS FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed offer of exchange be 
approved. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10444/October 17, 1978 


in the Matter of 


A CORPORATE TRUST, SERIES 1 
(AND SUBSEQUENT SERIES) 


and 


BEAR, STEARNS & CO. 
55 Water Street 
New York, New York 10041 


(812-4347) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTIONS 14(a) AND 22(d) OF THE ACT AND RULES 
19b-1 AND 22c-1 THEREUNDER 


On September 19, 1978, anotice was issued (Investment 
Company Act Release No. 10411) of an application filed 
on August 10, 1978, and amendments thereto on 
September 15, 1978, and October 11, 1978, by A 
Corporate Trust, Series 1 (and Subsequent Series) 
(“Trust”), a unit investment trust registered under the 
Investment Company Act of 1940 (“Act”), and its 
sponsor, Bear, Stearns & Co., for an order, pursuant to 
Section 6(c) of the Act, exempting Trust from the 
provisions of Sections 14(a) and 22(d) of the Act and 
Rules 19b-1 ara 22c-1 thereunder. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 
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The matter has been considered, and it is found that the 
granting of the requested exemptions is consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of 
Sections 14(a) and 22(d) of the Act and Rules 19b-1 and 
22c-1 under the Act, to the extent requested, be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10445/October 17, 1978 


In the Matter of 


THE TAX-EXEMPT BOND FUND OF VIRGINIA FIRST 
SERIES (AND SUBSEQUENT SERIES) 


and 


CRAIGIE INCORPORATED 
Fidelity Building 

Ninth & Main Streeets 
Richmond, Virginia 23219 


(812-4348) 


ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTION 
FROM THE PROVISIONS OF SECTION 14(a) OF THE 
ACT AND FROM RULES 19b-1 AND 22c-1 UNDER THE 
ACT. 


On September 21, 1978, anotice was issued (Investment 
Company Act'Release No. 10415) of an application filed 
on August 10, 1978, and an amendment thereto on 
September 19, 1978, by The Tax-Exempt Bond Fund of 
Virginia, First Series (and Subsequent Series) (the 
“Fund”), a unit investment trust registered under the 
Investment Company Act of 1940 (the “Act”) and its 
sponsor, Craigie Incorporated (the ‘‘Sponosr’’) 
(hereinafter the Sponsor and the Fund are collectively 
referred to as “Applicants”), pursuant to Section 6(c) of 
the Act, for an order of the Commission exempting 


~ 





Applicants from the initial net worth requirements of 
Section 14(a) of the Act and exempting the frequency of 
capital gains distributions of the Fund and the 
secondary market operations of the Sponsor from the 
provisions of Rule 19b-1 and Rule 22c-1, respectively, 
under the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act, Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for'exemption from the provisions of 
Section 14(a) of the Act and Rules 19b-1 and 22c-1 under 
the Act, to the extent requested, be, and hereby is 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10446/October 19, 1978 


In the Matter of 


FUND FOR MUTUAL DEPOSITORS INC. 
200 Park Avenue 
New York, New York 10017 


(811-1756) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT FUND FOR MUTUAL DEPOSITORS 
INC. HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Fund for Mutual 
Depositors Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (the “Act”) as an 


open-end, diversified, management investment com- 
pany filed an application on August 4, 1977, and an 
amendment thereto on August 21, 1978, pursuant to 
Section 8(f) of the Act, for an order of the Commission 
declaring that the Applicant has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The Applicant, a New York corporation, registered 
under the Act on November 6, 1968. The application 
states that on June 17, 1977, at its annual meeting of 
shareholers, holders of more than two-thirds of issued 
and outstanding shares of capital stock of the 
Applicant approved an Agreement and Plan of Reorga- 
nization (the “Agreement”) which provided for the sale 
by the Applicant of substantially all of its assets to 
Scudder, Stevens & Clark Common Stock Fund, Inc. 
(“Scudder Fund”), a Massachusetts corporation and a 
diversified, open-end management investment com- 
pany registered under the Act, in exchange for shares 
of the capital stock of Scudder Fund. 


The application further states that the above sale of the 
Applicant’s assets was consummated on June 29, 
1977, and that pursuant to the Agreement, Scudder 
Fund issued 1,522,710 shares of its capital stock to the 
Applicant, which represented an exchange ratio of 
0.8249482 of Scudder Fund stock for each share of the 
Applicant’s stock. These Scudder Fund shares have 
been distributed to the shareholders of the Applicant 
on a pro-rata basis. 


Furthermore, the Applicant states that on June 2S, 
1977, it filed an appropriate Certificate of Dissolution 
with the State of New York and that it is currently 
engaged in no business activity other than those 
procedures necessary for its dissolution and liqui- 
dation and is not and does not hold itself out as 
being engaged, and does not propose to engage, in the 
business of investing, re-investing, owning, holding or 
trading in securities or in the business of issuing 
face-amount certificates of the installment type or 
securities, and has no such certificates or securities 
outstanding. The Applicant specifically states that it 
currently has no assets other than certain litigation 
proceeds described below, no liabilities adequate 
provision for payment of which has not been made, and 
no pending administrative proceedings or litigation 
(other than the class action described below) 
outstanding. 


Applicant finally asserts that it is a member of the 
class of plaintiffs in In Re Pennsylvania Life Company 
Securities Litigation (MDL Docket No. 183-R), a class 
action instituted in the United States District Court for 
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the Central District of California (“District Court”) on 
behalf of certain purchasers (the “Class”) of the 
common stock of Pennsylvania Life Company (“PLC”). 
In connection with the acquisition by Scudder Fund of 
substantially all the assets of Applicant, the Applicant 
retained all rights under its claim in the PLC litigation. 
Pursuant to the terms of a settlement approved by the 
District Court, the Applicant received in June, 1978, 
$5,980 principal amount out of an aggregate of 
$3,400,000, of 10% debentures due April 29, 1997, 
created by PLC and distributed to members of the 
Class, as well as $607.53 of accrued interest thereon. 
The Applicant states that it intends to sell the 
debentures as soon as a sale may be arranged for fair 
value, and in any event prior to June 30, 1979. The 
Applicant asserts that, insofar as it has been able to 
determine, no public market for the debentures has yet 
developed; and based on this and other factors it does 
not anticipate realizing from the sale of the debentures 
anything materially in excess of their $5,980 face value. 
It further asserts that the cost of making a distribution 
of the proceeds from a sale of the debentures to the 
approximately 4,100 persons who were shareholders of 
the Applicant immediately prior to its dissolution 
would either exceed the amount available for distribu- 
tion or account for so large a portion of the available 
amount as to cause the amount distributed to be de 
minimis. Therefore, the Applicant has decided to apply 
all proceeds from such sale for proper nonreorganiza- 
tion corporate purposes as it deems appropriate, 
including payment of taxes, expenses of preparing and 
filing federal tax returns, expenses in connection with 
a final audit, ongoing regular operational expenses, 
and expenses incurred in connection with the recovery 
and disposition of the debentures. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment 
company has ceased to be an investment company, it 
shall so declare by order, and upon the effectiveness of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1978, at 5:30 
P.M., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicant at the address stgated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law 
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by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10447/October 19, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5988/October 19, 1978 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 641/October 16, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10440/October 16, 1978 


Admin. Proc. File No. 3-4976 
In the Matter of 
JOHN P. DECKER 


500 East 8th Avenue 
Denver, Colorado 





OPINION OF THE COMMISSION 


INVESTMENT ADVISER AND INVESTMENT COM- 
PANY PROCEEDINGS 


Grounds for Remedial Action 


Proscribed Compensation 


Where portfolio manager of registered 
investment company, who was also officer 
of company’s investment adviser, allocated 
substantial fund brokerage to broker which, 
in turn, paid substantial fees to adviser 
ostensibly for research and advisory 
services, held, manager aided and abetted 
adviser’s violation of Section 17(e)(1) of the 
Investment Company Act and imposition of 
censure was appropriate in the public 
interest. 


APPEARANCES: 


John E. Jones and Thomas E. Boyle, of the 
Commission’s Denver Regional Office, for the Division 
of Enforcement. 


Lester R. Woodward and James T. Bunch, of Davis, 
Graham & Stubbs, for John P. Decker. 


Our Division of Enforcement appeals from the order of 
an administrative law judge dismissing these 
proceedings against John P. Decker. During the 
relevant period, Decker was an officer and portfolio 
manager of The One Hundred Fund, inc. (“Fund”), a 
registered open-end investment company, as well as 
an officer and director of The Forum Corporation 
(“Forum”), Fund’s investment adviser. In September 
1972, Forum’s wholly-owned subsidiary, Forum 
Investment Counsel, Inc. (“FIC”), also a registered 
investment adviser, ' agreed to provide certain research 
and investment advisory services for one year to Jesup 
& Lamont International, Ltd. (“International”), a 
wholly-owned, London-based subsidiary of a New York 
broker-dealer firm, Jesup & Lamont, Inc. (“J&L”).2 In- 





1The investment adviser registrations of Forum and 
FIC, both of which were respondents in these 
proceedings, were revoked pursuant to an offer of 
settlement. Securities Exchange Act Release No. 
13898 (August 29, 1977), 12 SEC Docket 1629. 


2 J&L, also a respondent in these proceedings, was 
censured pursuant to an offer of settlement. As part of 


ternational paid FIC its fee of $25,000 in advance and, 
in September 1973, the agreement was extended for 
another year at the same fee, which was again paid in 
advance. Decker did not negotiate the FiC-international 
agreement or its renewal but, as vice president of 
Forum and FIC, he was responsible for providing 
International with the services specified in the 
contract. 


As portfolio manager of Fund, Decker was responsible 
for making its investment decisions and selecting the 
broker-dealers to execute Fund’s portfolio trans- 
actions. J&L received some of Fund’s brokerage 
business prior to September 1972. But during the two- 
year period coinciding with the FiC-international 
agreement, the commissions received by J&L from 
Fund were substantially higher than they had 
previously been. In fact, J&L earned more commis- 
sions on Fund’s portfolio transactions than any other 
broker. 


The Investment Company Act prohibits, with certain 
exceptions not relevant here, the receipt by an 
affiliated person of an investment company, acting as 
agent, of compensation from any other source for the 
purchase or sale of the company’s property.3 Decker is 
charged with having caused Forum, through FIC, to 
receive such proscribed compensation for the 
allocation of Fund brokerage. It is undisputed that FIC 
sold certain research and advisory services to 
International, J&L’s subsidiary, which no one else 
purchased, and that, during the period when that 
arrangement was in effect, J&L’s share of Fund 
brokerage increased seven-fold. 


In Investors Research Corporation,* we considered 
the Act’s impact on arrangements of the type at issue 





that offer, J&L undertook to pay Fund $40,000. Securi- 
ties Exchange Act Release No. 13459 (April 22, 1977), 
12 SEC Docket 82. 


3 Section 17(e)(1) of the Act provides, in pertinent part: 
“It shall be unlawful for any affiliated person of a 
registered investment company, or any affiliated 
person of such person . . . acting as agent, to accept 
from any source any compensation (other than a 
regular salary or wages from such registered company) 
for the purchase or sale of any property to or for such 
registered company . . . except in the course of such 
person’s business as an underwriter or broker.” 


4 investment Advisers Act Release No. 627 (May 1, 
1978), 14 SEC Docket 1020. 
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here. In that case, we found that the investment adviser 
of a registered investment company had violated 
Section 17(e)(1) of the Act by obtaining subsiantial 
fees (ostensibly for leasing a computerized stock 
selection system) from the same broker to which it 
directed nearly all of the investment company’s port- 
folio business. We pointed out that Section 17(e)(1) is 
designed “to prevent affiliated persons [of an 
investment company] from having their judgment and 
fidelity impaired by conflicts of interest,”© and that no 
showing of actual impairment was necessary, since 
Section 17(e)(1) is a prophylactic measure whose 
purpose is “not to redress harm but to prevent it.”6 
Characterizing the situation at issue as “presump- 
tively suspect,” we stated: 


“People who become parties to such 
arrangements must be prepared to show 
affirmatively that none of the money paid to 
the adviser was ‘for’ the brokerage at his 
disposal. It must be shown that what was 
received [by the broker] had a fair market 
value sufficient to warrant the conclusion 
that all of the money allegedly paid for it 
was actually disbursed for that purpose. 
Absent that, at least some portion of the 
broker’s disbursements must be deemed to 
have been paid and received as compensa- 
tion for the business forwarded by the 
adviser.” 


Central to our finding of violation was the fact that the 
adviser had succeeded in leasing its system only to the 
broker to which it was directing the fund’s business. 
Thus, there was no objective standard by which to 
measure the reasonableness of the price that the 
broker was paying. We concluded that, in order to 
“rebut the inferences flowing from the symbiotic rela- 
tionsnip” between the fund’s payments to the broker 
and the latter’s payments to the adviser, there must be 
evidence that other buyers, uninfluenced by the receipt 
of brokerage, were willing to pay the same price for 
leasing the advier’s system. Without such evidence, we 
thought it clear that the nexus between the payments 





5 id. at 1023, quoting from United States v. Deutsch, 
451 F.2d 98, 109 (C.A. 2, 1971), cert. denied, 404 U.S. 
1019 (1972). 


6 14 SEC Docket at 1023. We further stated: “All that 
need be established is a relationship that could 
becloud the fiduciaries’ judgment to the detriment of 
the beneficiaries of the fund.” 

7 14 SEC Docket at 1024-25. 
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“was so close as to compel the inference that [they] 
were . . . inextricably intertwined... . "8 


The principles stated in Investors Research are directly 
applicable to the case before us. We are again pre- 
sented with the situation of an investment company 
paying substantial commissions to a broker selected 
by the fund’s investment adviser, while at the same 
time the broker is paying substantial fees to the 
adviser. 


Decker insists that there was no causal connection 
between the fees that FIC received and the brokerage 
he allocated to J&L, and that, without such a 
connection, the fees cannot be deemed compensation 
for Fund’s portfolio business. He asserts that FIC had 
a bona fide business agreement with International; that 
three expert witnesses testified that the market value of 
FIC’s services was at least $25,000; that the services 
provided International were designed for its needs and 
could not have been sold to others; and that Inter- 
national’s parent, J&L, could not have provided such 
services at a comparable cost. Finally, Decker asserts 
that, when he commenced his duties as Fund’s 
portfolio manager in September 1972, he intentionally 
reduced the number of brokers to which Fund gave 
portfolio business in order to obtain superior service 
from those who remained, and that such re-allocation 
substantially increased the share of Fund’s business 
given to several competent brokers, including J&L. 


We cannot accept these contentions. Decker had a 
fiduciary duty to carry on Fund’s business with an eye 
single to its interests.Y But he was involved in a 
conflict of interest with respect to the allocation of 
Fund brokerage. He could not compare the brokerage 
services offered by J&L with those of other brokers 
without being aware, even if only subconsciously, that 
J&L’s subsidiary was a valuable customer of FIC. 





8 Id. at 1025. 


9S.E.C. v. Capital Gains Research Bureau, Inc., 375 
U.S. 180, 191 (1963); Rosenfeld v. Black, 445 F.2d 
1337, 1342-3 (C.A. 2, 1971); Brown v. Bullock, 194 F. 
Supp. 207, 229 (S.D.N.Y., 1961), aff'd, 294 F.2d 415 
(C.A. 2). See also Investors Research Corporation, 
supra, 14 SEC Docket at 1024; Winfield & Co., Inc, 44 
S.E.C. 810, 814 (1972); Provident Management 
Corporation, 44 S.E.C. 442, 447 (1970). 


10 Decker was also aware that Forum was operating at 
Continued on following page 





Even assuming that Decker rose above the temptation 
to give J&L more business because of FIC’s contract 
with International, his legal duty was not discharged. 
The Act required him to avoid any such conflicts of 
interest. 


As we have previously pointed out, the situation at 
issue was presumptively suspect. To rebut the pre- 
sumption that it was violative of Section 17(e)(1), 
Decker was required to show that none of the money 
paid FIC was for the brokerage at his disposal, that the 
services furnished International had a fair market value 
sufficient to warrant the conclusion that all of the 
money allegedly paid for them was in fact disbursed for 
that purpose. We are unable to conclude that the 
requisite showing has been made. 


The record is replete with conflicting testimony 
regarding the value of the services that FIC was 
providing. As noted earlier, however, FIC did not sell 
those services to anyone except International so that 
there is no evidence of what other buyers were willing 
to pay for them in arm’s-length transactions. Thus, 
there is no objective evidence of market value which 
would enable us to conclude that FIC’s services were 
worth the price that International paid. And, in light of 
the prophylactic purpose of Section 17(e)(1), we 
cannot accept in place of that evidence the necessarily 
subjective, and in some cases self-serving, testimony 
of respondent’s witnesses as to the value of services 
long since rendered. '“ Hence we conclude that at least 





Continued from preceding page 


a loss during the entire period of FIC’s agreement with 
International. The facts that several other brokers 
received increased commissions from Fund in 1973, 
and that J&L provided excellent service are beside the 
point. We need not find that J&L’s increased share of 
Fund’s brokerage (13% in 1972-73 and 19% in 1973-74) 
necessarily resulted from an explicit agreement 
between Forum and J&L, although J&L’s commissions 
from Fund during the period of FIC’s agreement with 
International increased substantially. We note 
that J&L’s share of commissions continued to rise in 
1974 despite a decline in total commissions paid by 
Fund from $567,000 in 1973 to $291,000 in 1974. 


11 As noted earlier, and as the Deutsch case (see n. 5, 
supra) makes clear, Section 17(e)(1) prohibits conflicts 
of interest whether or not actual harm can be shown. 
See the Supreme Court’s discussion of the evil that can 
flow from the adviser’s “subconscious” prejudices in 
favor of his own interests. S.E.C. v. Capital Gains 
Research Bureau, Inc., supra, 375 U.S. at 188. 


12 Respondent’s expert witnesses testified that 


some portion of the fees paid by International 
represented payments to Forum in return for the 
brokerage that was allocated to J&L.13 


Accordingly we find that Decker willfully aided and 
abetted a violation of Section 17(e)(1) by causing 
Forum, through FIC, to receive compensation from 
J&L in return for the allocation of Fund brokerage. 


IV. 


In Investors Research, we noted respondent’s 
previously unblemished record and their good faith 
belief in the legality of their actions, and concluded 
that censure coupled with the publication of our 
opinion was sufficient to satisfy the public interest. 
The same factors that motivated our leniency there are 
equally applicable here. Consequently, we think that 





Forum’s services were worth at least $25,000 because it 
would have cost J&L more than that amount to 
establish a similar advisory service, because Inter- 
national could not otherwise have obtained 
competitors’ research reports, and because the 
services stimulated International’s business. We note, 
however, that most of the information provided Inter- 
national was either available to Forum free of charge or 
was distributed by Forum to prospective clients free of 
charge as a promotional device. And our staff’s expert 
witness testified that FIC’s services were not worth the 
price that International paid. 


13 Even if FIC’s services had been purchased at the 
same price by other brokers who received no brokerage 
commissions from Fund, International’s contract 
might still be viewed as a purchase of both research 
advice and the adviser’s good will, although the burden 
of going forward would shift to our staff. As we noted 
in Investors Research: 


“In those circumstances it is by no means 
clear that the element of ‘compensation’ to 
the manager for the investment company’s 
brokerage would be lacking. It must be 
remembered that Section 17(e)(1) does not 
speak of ‘gifts’, ‘bribes,’ ‘gratuities,’ or 
‘kickbacks.’ Its scope extends far beyond 
that . . . [reaching] almost every situation 
in which a member of the class of persons 
referred to therein receives ‘any compensa- 
tion... for the purchase or sale of any 
property to or for [the investment] company’ 
with which he is affiliated.” 14 SEC Docket 
at 1025-26, n. 28. 
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censure of Decker is a sufficient sanction in the public 
interest. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS, and Com- 
missioners LOOMIS, EVANS, POLLACK and KAR- 
MEL). 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 641/October 16, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10440/October 16, 1978 


Admin. Proc. File No. 3-4976 
In the Matter of 

JOHN P. DECKER 

500 East 8th Avenue 

Denver, Colorado 


ORDER IMPOSING REMEDIAL SANCTION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that John P. Decker be, and he hereby is, 
censured. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








14 in view of this determination, we see no reason to 
review the administrative law judge’s conclusion that 
the related fraud charges against Decker were not 
proven. 
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LITIGATION 





Litigation Release No. 8563/October 16, 1978 


SEC. v. U.S. ENERGY CORP.., et al. 
(U.S.D.C., District of Wyoming, Civil Action No. 
C78-190) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on October 6, 1978, a 
complaint was filed in the Federal District Court for the 
District of Wyoming seeking to enjoin U.S. Energy 
Corp. (U.S. Energy), Crested Butte Silver Mining, 
Incorporated (Crested Butte), John L. Larsen (John 
Larsen), G. Lloyd Larsen (Lloyd Larsen), Emery 
Tomlinson (Tomlinson), Max T. Evans (Evans), and 
Daniel P. Svilar (Svilar) from violating certain 
provisions of the Securities Exchange Act of 1934, as 
amended, and rules promulgated thereunder. In 
general, the complaint alleges violations by all of the 
defendants of the anti-fraud provisions of the 1934 Act, 
and by certain defendants of the proxy provisions of 
the 1934 Act. 


The allegations in the complaint, in substance, 
concern activities of the defendants which relate to the 
discovery by Amax Exploration, Inc. (AMAX) of a 
possible major molybdenum deposit near Crested 
Butte, Colorado, on properties which AMAX had leased 
from Crested Butte and U.S. Energy. 


The complaint alleges in substance, among other 
things, that the defendants John Larsen and Max 
Evans, the Presidents of U.S. Energy and Crested 
Butte respectively, violated Rule 10b-5 of the Exchange 
Act when they disclosed material non-public 
information concerning the molybdenum discovery to 
persons who used the information in connection with 
the purchase of the securities of Crested Butte and 
U.S. Energy. In this connection, the complaint alleges, 
among other things, that Max Evans disclosed to his 
sister certain material non-public information during 
October, 1976 and that on the basis of this non-public 
information she purchased 21,000 shares of Crested 
Butte at prices below 10/cper share and that by 
September, 1977 the price increased to over $4.00 per 
share. In connection with the foregoing, the complaint 
also alleges, among other things, that John Larsen on 
three separate occasions was responsible for giving 
Emery Tomlinson access to material non-public 
information and that on the basis of this non-public 
information, Emery Tomlinson purchased 103,000 
shares of Crested Butte at less than 20/cper share on 
January 26, 1977, 20,000 shares of U.S. Energy at less 





than $2.50 per share on February 28, 1977, and a total 
of 39,000 shares of U.S. Energy at less than $6.50 per 
share on August 15 and 16, 1977. The complaint also 
alleges that the price of U.S. Energy increased to over 
$13.00 per share in early September, 1977. The 
complaint also alleges, among other things, that Lloyd 
Larsen, the Vice-President of U.S. Energy, purchased a 
total of 41,800 shares of Crested Butte at prices 
ranging from 15¢ per share to 35¢ per share between 
January 18, 1977 and March 1, 1977, while he was in 
possession of material non-public information. 


The complaint also alleges, among other things, that 
the defendants John Larsen, Max Evans and Daniel P. 
Svilar engaged in a scheme which was in large part a 
plan to divert assets from Crested Butte to U.S. 
Energy. In this connection, the complaint alleges, 
among other things, that the defendants caused 
Crested Butte to enter into a unitization agreement 
with U.S. Energy in which U.S. Energy acquired from 
Crested Butte a 50% interest in the 4% royalty that 
Crested Butte had reserved in its lease to AMAX and 
which John Larsen believed was possibly worth $420 
million. The complaint further alleges, among other 
things, that in consideration for a one-half interest of 
this 4% royalty, U.S. Energy contributed to the unitiza- 
tion agreement an interest in certain mining claims 
which AMAX did not even acquire. 


In connection with the foregoing, the complaint 
alleges, among other things, that the defendants 
disseminated false and misleading proxy statements 
for both Crested Butte and U.S. Energy prior to the 
June 30, 1977 shareholders meetings. The complaint 
also alleges, among other things, that the Crested 
Butte proxy statement omitted to adequately disclose 
the interlocking directorates of the two corporations 
and the fact that the members of the Crested Butte 
board owned in aggregate more than 11% of the 
outstanding stock of U.S. Energy and owned no stock 
in Crested Butte. Finally, the complaint alleges, 
among other things, that the Crested Butte proxy 
statement omitted to disclose that because of the over- 
reaching by the defendants and the inadequate 
disclosures in the proxy statement, the shareholders of 
Crested Butte might have a cause of action to reform or 
rescind the unitization agreement. 


The complaint seeks, in addition to injunctive relief, an 
order directing disgorgement by Max T. Evans, Emery 
Tomlinson, and Lloyd Larsen, and such other and 
further relief as the Court may deem appropriate. 


Contemporaneously, the Commission filed a Motion 
for a Preliminary Injunction supported by affidavits and 


_ other materials. A date for a hearing on the motion has 
not been set. 





Litigation Release No. 8564/October 17, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
DONALD F. ROBERTS, ET. AL. (UNITED STATES DiS- 
TRICT COURT FOR THE WESTERN DISTRICT OF 
MISSOURI, CIVIL ACTION NO. 78-809) 


Yesterday, October 16, 1978, Judge John W. Oliver, 
Chief Judge for the U.S. District Court for the Western 
District of Missouri in Kansas City, issued a temporary 
restraining order in connection with a civil injunctive 
action filed by the Commission yesterday, restraining 
the defendants from violating the anti-fraud provisions 
of the Federal securities laws in connection with 
attempts to sell certain industrial revenue bonds. 
Judge Oliver also ordered a freeze of the assets of the 
defendants pending a hearing on the Commission’s 
application for a preliminary injunction which has been 
set for 8:30 tomorrow morning, October 18, 1978, before 
Judge William R. Collinson. The civil action was filed 
against Donald F. Roberts and Julian M. Riley both of 
Kansas City, and Federal Investment Corporation, A 
Missouri corporation, Multi-Products, Inc., a Nevada 
corporation, and Fidusco, Inc., a Nevada corporation, 
all of the same business address in Dansas City, 
Missouri. Roberts owns or controls the three corporate 
defendants and Rikley is an officer, part owner and acts 
as counsel for the three corporate defendants. The 
injunctive action involves allegations of violations of the 
anti-fraud provisions of the Federal securities laws in 
connection with the offer to sell and sale of Osage 
Industrial Development Authority industrial revenue 
bonds, Series A., 1973 (Bonds) and in connection with a 
contract to purchase the common stock of a 
privately-held California plastics manufacturing 
company. 


The complaint alleges that the Development Authority, 
which is located in Prue, Oklahoma, has been inactive 
for the past two years and its records cannot be 
located. In 1973, the Development Authority issued 
$3,000,000 of Bonds of which about $900,000 were sold 
to a number of small investors throughout the United 
States. The remaining $2.1 million of the Bonds were 
eventually acquired by ihe defendants for $315,000. 
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The complaint further alleges that the proceeds of the 
initial Bond sales were to be used to finance a project 
for the manufacture of a showerhead attachment 
designed to introduce soap, shampoo, rinse and body 
oil into the water flow. Multi-Products was to lease 
facilities from the Authority to carry on the showerhead 
business. The principal and interest payments on the 
Bonds were to be solely derived from the lease pay- 
ments to be made by Multi-Products to the Authority. 
The Commission in its complaint alleged that Multi- 
Products never became a viable business concern. Its 
sales were negligible, and its income was never ade- 
quate to make the lease payments to the Authority. In 
early 1977, Multi-Products ceased operating. The 
principal and interest payments due on March 1, 1978 
were not paid when due. In August, the defendants 
liquidated the inventory at the Prue, Oklahoma plant 
for $86,000. Part of these proceeds were then used to 
pay off certain overdue principal and interest. A sub- 
stantial portion of the liquidation proceeds was 
diverted to the personal use of Roberts and Riley. The 
interest payment on the Bonds, due September 1, 
1978, is in default. 


The complaint further alleges that one the $2.1 million 
of Bonds were acquired by the defendants they pur- 
sued a fraudulent course of conduct to sell the nearly 
worthless Bonds at 94% to 98% of their face value. In 
1973, the defendants induced the Authority to appoint 
Federal as its fiscal agent with complete control over 
the proceeds from the Bond sales. These proceeds 
were commingled with other funds and used in part for 
the benefit of Federal and Roberts. To conceal this 
commingling and misuse of the proceeds the 
defendants failed to keep current financial records and 
failed to have periodic audits performed as required by 
Oklahoma law and certain contractual agreements. The 
Commission alleged that the defendants used 
proceeds of the initial Bond sales to keep principal and 
interest payments current thereby concealing that 
Multi-Products was not a going concern and was not 
able to make its lease payments. 


It is also alleged that the defendants furnished false 
information to Dun & Bradstreet, Inc. to obtain a favor- 
able “D&B” report on Multi-Products; furnished false 
information to the National Association of Insurance 
Commissions (NAIC) in an attempt to list the Bonds in 
“The Book of Valuations” a publication of NAIC which 
would have enfanced the marketability of the Bonds; 
and placed quotations in the Blue List, an interdealer 
quotations publication for tax-exempt securities, a 
96% to 98% to face value, when the Bonds were nearly 
worthless. 


The complaint further alleges that in connection with 
offers to sell and sales of the Bonds, the defendants 
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made material misrepresentations and omitted 
material facts regarding the financial condition and 
operating history of Multi-Products, the personal 
history of Roberts and Riley, the value of the Bonds 
and the status of the principal and interest payments 
on the Bonds. 


The Commission charged the defendants with violating 
the anti-fraud provisions of Section 17 of the Securities 
Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, 
based on the aforementioned acts, practices, false 
statements and non-disclosures. The Commission in 
its complaint seeks: to enjoin the defendants from 
further violating the anti-fraud provisions; an 
independent accounting of the proceeds of the public 
Bond offering; a freeze of personal and corporate 
assets pending the filing of the accounting; a report of 
all Bond transactions by the defendants since 1975 and 
a deposit of the Bonds with the Court, that are owned 
or controlled by the defendants. 





Litigation Release No. 8565/October 19, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
FLORIDA BANK FUND, INC., Middle District of 
Florida, Tampa Division, Civil Action No. 78-759- 
CIV-TH 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission, announced that on 
September 28, 1978, the Honorable William Terrell 
Hodges entered a Judgment of Preliminary Injunction 


and Order Appointing a Receiver in the referenced 
litigation. 


The Commission commenced this action by filing its 
complaint on September 14, 1978 seeking a temporary 
restraining order and a preliminary injunction and other 
relief against Florida Bank Fund, Inc. (“FBF”), Lancer 
Management Corporation (“LMC”), Marjorie S. Stewart 
(“Stewart”), Frank J. Brennan (“Brennan”), and LaMar 
M. Silver (“Silver”). FBF is an open-end investment 
company, registered with the Commission pursuant to 
Section 8 of the Investment Company Act of Florida. 
The defendant LMC is an investment. adviser, 
registered with the Commission pursuant to the 





Investment Advisers Act, and its only client is FBF. 
LMC’s offices are also located in Ft. Lauderdale, 
Florida. The Commission’s complaint alleges that 
defendant Brennan, of Ft. Lauderdale, Florida, has 
represented that he is the president of FBF, even 
though he has neven been formally elected to that 
office. The defendant Stewart, of Coral Springs, 
Florida, is the secretary of FBF, and has been its 
acting treasurer since approximately April, 1978. 
Defendant Stewart is also secretary/treasurer of LMC. 
The defendant Silver, of Orlando, Florida, was elected 
vice president of FBF in January, 1976, and is the vice 
president of LMC. 


The Commission alleges in its complaint that on or 
about July 5, 1978, FBF’s fidelity bond lapsed and no 
new bond was obtained, resulting in violations*of the 
Investment Company Act. Further, the Commission 
alleged that FBF has not been audited by- an 
independent public accountant since December 31, 
1976, and has not filed the required reports with the 
Commission for fiscal years ending December 31, 1976 
and December 31, 1977. Between approximately mid- 
1976 and the present, the defendant FBF has failed to 
transmit to its shareholders any annual or semi-annual 
reports. Other violations alleged by the Commission 
include, among other things, that FBF failed to keep 
records required by the Investment company Act and 
the rules thereunder, that neither the shareholders nor 


board of directors of FBF have met for approximately 
two years, and that the shares of FBF were redeemed 
at a net asset value which was improperly computed. 
the defendants LMC, Brennan, Stewart and Silver were 
also charged with violations of the anti-fraud 
provisions of the Investment Advisers Act. 


On September 15, 1978, the Honorable William Terrell 
Hodges entered an Order To Show Cause and 
Temporary Restraining Order, as requested by the 
Commission. This order set a hearing on the Commis- 
sion’s Motion for Preliminary Injunction and indirectly 
disposing of all or any part of the assets of the defend- 
ant FBF. A hearing was held on September 25, 1978 on 
the Commission’s Motion For A Preliminary Injunction 
and Appointment of a Receiver. After the hearing, the 
Court entered an Order, on September 28, 1978, which 
preliminarily enjoined the defendants FBF and LMC 
from further violations of the federal securities laws as 
alleged in the Commission’s complaint. The Court 
also appointed Frank N. Fleischer of Tampa, Florida to 
act as the Receiver for FBF. Mr. Fleischer is a member 
of the firm of Schiffino & Fleischer, and maintains his 
offices in Suite 2711, First Financial Tower, Tampa, 
Florida. 





Litigation Release No. 8566/October 19, 1978 


UNITED STATES v. FRANKLIN HUNTER JONES 
(W.D./LA., MONROE DIV.) (CR. ACTION NO. 
78-30019) 


Michael J. Stewart, Administrator of the Commission’s 
Ford Worth Regional Office, Jule B. Greene, Admini- 
strator of the Commission’s Atlanta Regional Office, 
and Edward L. Shaheen, United States Attorney for the 
Western District of Louisiana, today jointly announced 
the return of a four-count indictment on September 30, 
1978, against Franklin Hunter Jones of West Monroe, 
Louisiana. The indictment resulted from a joint 
investigation conducted by the Federal Burueau of 
Investigation, Shreveport, Louisiana, and the Securi- 
ties Exchange Commission. 


In the indictment, Jones was charged with three counts 
of Securities Fraud and one count of Interstate Trans- 
portation of Money Taken by Fraud in connection with 
an offering of interests in a limited partnership formed 
for the purpose of drilling an oil and gas well to be 
located in Union County, Arkansas. The indictment 
alleged that Jones, in effecting such sales, made 
fraudulent misrepresentations which included claims 
that Jones had been exceptionally successful in the 
past in like endeavors, that the risks faced by the 
limited partners were negligible, and that limited 
partners could expect the total return of their 
investment within a few months from oil and gas 
production. 


The indictment further alleged that Jones failed to drill 
the well for which the limited partnership was formed, 
but instead converted the approximately $172,800 
raised from the limited partners to his own personal 
use and benefit. 


On September 29, 1978, Jones entered a plea of not 
guilty to all charges. 





Litigation Release No. 8567/October 19, 1978 


SEC v. ENERGY GROUP OF AMERICA, INC., EDWIN 
G. AXEL 77 CIV. 3187 (CES) 
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William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission, announced that on September 21, 1978 the 
Honorable Charles A. Stewart, United States District 
Court for the Southern District of New York, issued a 
Memorandum Decision in which he denied the 
Commission’s motion for a preliminary injunction. 
That decision held that the activities of the defendants, 
Energy Group of America, Inc. and Edwin G. Axel, did 
not constitute the offer and sale of unregistered securi- 
ties. 


In the complaint, it was alleged that EGA and Axel had 
violated and were continuing to violate the registration 
and antifraud provisions of the federal securities laws 
in connection with their business of inducing members 
of the public to enter the Simultaneous Oil and Gas 
Lottery conducted by the Bureau of Land Management 
of the Department of the Interior. 


For additional information see Litigation Release No. 
8019 (July 7, 1977). 





Litigation Release No. 8568/October 19, 1978 


UNITED STATES v. SAM FORD AND BARBARA 
BELLE, 78 Crim. 141 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission (“Commission”), and Robert B. Fiske, Jr., 
United States Attorney for the Southern District of New 
York, announced that October 5, 1978 sentencing of 
Sam Ford (“Ford”) and Barbara Belle (“Belle”) by U.S. 
District Court Judge Lloyd F. MacMahon. As to Ford, 
the Court sentenced him to a total of eight years 
imprisonment and a five thousand dollar fine. 
Specifically, Ford was sentenced to a five year prison 
term on each of three counts of wire fraud, the 
sentences to run concurrently, and a one thousand 
dollar fine on each of these counts. In addition, Ford 
was sentenced to a three year prison term and a two 
thousand dollar fine on one count of perjury, the 
sentence and fine to be consecutive with the wire fraud 
penalties. Ms. Belle was sentenced to a two year 
prison term on each of three counts of wire fraud, the 
sentences to be served concurrently. 


The foregoing sentences were imposed as a result of 
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Ford and Belle being convicted on September 21, 1978 
on three counts ,of an indictment charging them with 
the use of the means of wire and radio communications 
in furtherance of their scheme to artificially inflate the 
trading market for Dimensional Entertainment 
Corporation (“Dimensional”) common stock by the use 
of false and misleading statements, nominee 
accounts, and other manipulative devises. In addition, 
Ford was convicted on one count of perjury for his 
knowingly giving false testimony under oath during a 
Commission investigation involving Dimensional. 


In a related civil action filed on October 31, 1977, Belle 
previously consented to the entry of an order perma- 
nently enjoining her from further violations of the 
registration and anti-fraud provisions of the federal 
securities law. In this same action, the Commission is 
currently seeking a permanent injunction against Ford 
as to further violations of similar provisions of the 
federal securities laws, and a disgorgement of profits 
in connection with his transactions in Dimensional 
stock. SEC v Dimensional Entertainment Corporation, 
77 Civil 5290 (CHT) (See Litigation Release Nos. 8198 
and 8442) 





Litigation Release No. 8569/October 19, 1978 


SEC v. FRED BLUMENSTEIN 78 Civil 4805 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office, announced that on October 13, 1978, a 
complaint was filed in the United States District Court 
for the Southern District of New York seeking to enjoin 
Fred Blumenstein (“Blumenstein”) of the Bronx, New 
York, from further violations of the anti-fraud provi- 
sions of the federal securities laws in connection with 
the offer and sale of call options. The complaint 
alleges that Blumenstein is the sole principal of Wall 
Street Options Corporation (“WSOC”), a Delaware 
corporation located in New York, New York, which is 
engaged, through an indiscriminate solicitation of the 
public by telephone and mail, in the offer and sale of 
six-month call options. 


The Commission’s complaint alleges that between July 
1977 and March 31, 1978, Blumenstein made, and 
caused to be made, false and misleading statements to 
the public in connection with the offer and sale of 
options by WSOC including, among other things, that: 





(1) there was a chance to double or triple the money 
invested; 


(2) other investors had realized profits of between 
$10,000 and $15,000; and 


(3) no additional capital would be required in order to 
derive a profit by investing in the options. 


The complain further alleges that Blumenstein omitted 
to inform investors that, among other things: 


(1) there is a difference between an option and a 
share of stock; 


(2) WSOC would obtain endorsements for the 
options, or was actually selling endorsed options; 


(3) 


investing in options was highly speculative; and 


(4) noready market existed for an investor who chose 
to sell his option rather than exercise it. 


In addition to injunctive relief, the complaint seeks an 
order directing Blumenstein to disgorge all profits 
which inured to his benefit as a result of his violative 
conduct. 





Litigation Release No. 8570/October 19, 1978 


U.S. v. MICHAEL D. YORDON, PAUL L. HUNTSMAN, 
AND SUSAN E. SMITH 78 Crim. 141 (LFM) 


U.S. v. ROBERT J. MAIETTA 78 Crim. 208 (LFM) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), and Robert B. Fiske, 
Jr., United States Attorney for the Southern District of 
New York, announced the October 10, 1978 sentencing 
of Michael D. Yordon (“Yordon”’), and Paul L. 


Huntsman (“Huntsman”), Susan E. Smith (“Smith”), 
and Robert J. Maietta (“Maietta’). United States 
District Judge Lloyd F. MacMahon sentenced Yordon 
to a one year prison term without the possibility of 
parole. Huntsman was sentenced to a two year prison 
term; execution of the sentence was suspended and he 
was placed on parole for a period of two years. 
Pursuant to the provisions of the Federal Youth Correc- 
tion Act, Judge MacMahon suspended imposition of 
sentence upon Smith and she was placed on probation 
for a period of three years. 


The sentences were imposed as a result of pleas of 
guilty by Huntsman on April 6, 1978 (see Litigation 
Release No. 8375) and Yordon and Smith on April 7, 
1978 (see Litigation Release No. 8383) to one count in 
satisfaction of three counts of an indictment originally 
returned on March 2, 1978. The subject count charged 
them with conspiracy to provide false and misleading 
information to the Commission and a federal grand jury 
in an effort to obstruct an investigation into 
transactions in the securities of Dimensional 
Entertainment Corporation (“Dimensional”). 


Maietta was sentenced to three years on each of two 
counts of an information, the sentences to be served 
concurrently. Judge MacMahon suspended execution 
of sentence and placed Maietta on probation for a 
period of three years provided he continues to make 
restitution to his customers in accordance with the 
Probation Department’s direction. The sentence was 
imposed as a result of Maietta pleading guilty on 
March 28, 1978 to a two count information charging 
him with perjury durng a Commission investigation 
into Dimensional’s securities (see Litigation Release 
No. 8384). 


In related civil action entitled SEC v. Dimensional 
Entertainment Corporation, 77 Civil 5290 (S.D.N.Y.), 
Maietta on April 25, 1978 and Yordon and Smith on May 
11, 1978, consented to the entry of judgments perma- 
nently enjoining them from further violations of the 
registration and anti-fraud provisions of the securities 
laws (see Litigation Release Nos. 8427 and 8429). 
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